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The Toyota Skid Steer Loader means 
productivity on wheels. That's because it gets 
in and does the job where other vehicles 
won't — fast, efficiently and reliably. 


Manoeuvring Power Manoeuvring power 
means total control over speed, direction and turns in even 
the roughest terrains. Toyota make it possible with a unique 
skid steer system combined with 4-wheel drive, hydrostatic 
transmission and a hefty power plant. The result is a compact unit that fits into the tight spots — the 2SDK4 is only 900mm 
wide and turns on an outside radius of just 1300mm. Yet it has the power to tackle the heaviest loads and steepest 

grades — the 2.5-litre diesel engine on the SDK8 packs an impressive 5Ops/2500rpm. 


Engineering Toyota engineering doesn't stop at the engine. This Skid Steer Loader features Self Leveling, which 
reduces spillage by keeping the bucket level at all times — automatically. And Sharp Dumping, íor fast and easy 
unloading of the stickiest materials. It's thoughtful touches like these that make Toyota the leader in its field. 


Versatility To match its performance and power, the Toyota Skid Steer Loader offers astounding versatility. Use it as a 
forklift. Or a backhoe. For grading. For agricultural work. In construction. There's an easy attachment for almost any job. 


And, of course, Toyota reliability is built in. Push your productivity ahead with the Toyota Skid Steer Loader. 
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= HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 = SINGAPORE: UMW INDUSTRIES PTE. LTD. TEL: 2653155 
= INDONESIA: P.T. TRAKTOR NUSANTARA TEL: 493220 = TAIWAN: HO-TAI MOTOR CO., LTD. TEL: 5612121 

= MALAYSIA: UMW INDUSTRIES SDN. BHD. TEL: 03-361201 = THAILAND: TOYOTA (THAILAND) CO. TEL: 245-3405 

= PHILIPPINES: DELTA MOTOR CORP. TEL: 86-50-61-69 And distributors around the world. 
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The brain gain 
Singapore Deputy Prime Minister Goh 
Keng Swee’s detailed description of the 
Meiji Restoration [The Sth Column, 
REVIEW, Dec. 8] ironically cites the so- 
called “brain drain” as the main reason 
that developing countries lose highly 
trained manpower to developed coun- 
tries. | 

The existence of a “brain drain" of sorts 
is obvious. But a significant body of evi- 
dence published in the 1960s and 1970s 
shows that its severity is much less than 
had been previously assumed. The 1978 
study Goh cites in his article is one of the 
most exhaustive pieces of work on the sub- 
ject and its conclusions are eye-opening: 
» Most students from developing coun- 
tries return home. 
» Many stay-ons eventually return home 
e a year or two of work after complet- 

g their education. 
> People who do leave permanently most 
often find home unattractive for political, 
cultural, religious or racial reasons. They 
do not leave because, as Goh suggests, 
they “can earn several times the pay they 
can earn at home.” 
> Highly educated persons emigrate less 
frequently than their less educated com- 
patriots both in terms of relative percent- 
ages and absolute numbers. 
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Benson & Hedges low tarc 


» Developed countries often close thgir 
doors to stay-ons. Uncovering immigrants 
disguised as students is one of the major 
tasks facing immigration authorities in 
most developed countries. 

Viewed from this perspective, interna- 
tional education most emphatically does 
not contribute to a loss of talent available 


to developing countries. And “brain ` 


drain" — a highly pejorative term connot- 
ing an act of international wrongdoing — 
is an unfortunate way to describe the com- 
plex problem of the migration of talent. 
On the contrary, as Goh illustrates with 
the example of the two-year pilgrimage to 
Western centres of learning which Iwak- 
ura Tomomi undertook in 1871 with 54 
protégés, a period of time at a university in 
the developed world for every one of its 
future leaders might be the best form of 
assistance a developing nation could ask 


for. JAY HENDERSON 

Director, Southeast Asia 
Hongkong Institute of International Education 
A tenuous tale 


No doubt Derek Davies enjoys writing 
Travellers Tales; it must give him a 
chance to express personal opinions not 
possible within his editorial duties. I enjoy 
reading the column — in fact, it is one of 
the first features I turn to. However, in my 
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opinion, the Travellers treatment of 
United States foreign policy [REVIEW, 
Nov. 10] was unrealistically opinionated. 
The idea that former US secretary of state 
Henry Kissinger's views on world affairs 
are *outdated" — rather than built on a 
lifetime of experience — and that 
“paranoia” prompted the US-led invasion 
of Grenada (to counter well-documented 
Cuban/Soviet terrorism-for-export prepa- 
rations) is baseless. 
Hongkong 


Bending backwards 


Contrary to your anonymous correspon- 
dent's contention [Letters, REVIEW, Dec. 
8], Singapore has had racial political par- 
ties representing the Malays, Chinese, In- 
dians or other special or racial groups 
only. Singaporeans have rejected and will 
reject such racialist parties. There is no 
law prohibiting anyone forming a political 
party for a special group or interest. 
Meritocracy cannot be a device for dis- 
crimination, unless it is true that, say, the 
Indians are intellectually more backward 
than the Chinese. The list of names of 
non-Chinese holding political and civil 
service posts in Singapore shows other- 
wise. Furthermore, no one has raised any 
complaint to the council which safeguards 
the minorities’ rights in Singapore. The 


H. SUMRA MANNING 
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Service from the heart 
-a part of our tradition 





This composition in batik, a beautiful traditional 
art-form, portrays a scene from Indonesia’s rich and 
dramatic folklore. It shows the simple generosity which is 
so much a part of the Indonesian tradition. In Indonesia 

ch warmth comes easily. It comes straight from the heart 
—‘which is what makes it unique. 

Today at the Sari Pacific Jakarta this tradition is 
alive, You'll see it in the many little things we do to make 
you more comfortable. 
The little things that make 
the difference between mere at 
service and service that comes a 
straight from the heart. 

It’s what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI IA. 
British Airways Associate Hotel. KLM t Golden Tulip Worldwide Hotel. 











For reservations contact; any Pan Pacific Hotel office or telephone: Tokyo 


03-214-3001; Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 


Or offices of major airlines. 

Other Pan Pacific Hotels are Hawaiian Regent, Le Lagon, Seoul Tokyu, 
Kyongju Tokyu, Indra Regent, Royal Cliff Beach and Sonargaon. 
Operated by Tokyu Hotels International. 
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Ip ore n is a ‘usual, ` Holyoake proved to be in 
zt accominodate | jovial mood and, on reaching the VIP 
lounge and declining the proferred cup of 
| tea in favour of a whisky-and-soda, he 
EU turned his. attention to me and asked: 
| “What is the state of popac here i in. Fi, E 
of | my boy? 3 AMD 4 | | 













with its m لع‎ of i instances 
tured English. However, 1 was su 
| when the column [REviEW, Sept. 
m | taineda typographical error i 
mate paragraph. The first s x 
deti : mba men orrectly | of course read: “All familiar with € 
assessed its cause. “Never mind the ans- business are au fait with the acronyms 
wer,” he said. “I expect it's the same here "Asprintedit read ". . , all fait... 
| as in New Zealand. Or indeed anywhere Sinano TAN KONG WE 
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he — sone Yamato 
TIES (at least until 1945, when meat and 
‘butter were hardly consumed — now 
there are 7-ft basketball players) were 
thought not to measure up to the taller 
races in essential equipment to satisfy 
"Western Amazons. 

< As the writer also points out, judging 
"from pulp magazines and even current Ja- 
panese films, the mysteries of negroid 
races’ bodies are currently high on the 
priority lists of the ever more emanci- 
pated maidens of Yamato. And, as if to 
prove Wetherall’s observations true, 
world-famous. haute. couturier Gucci has 
just installed in its large downtown | 
"Tokyo show window two life-sized effigies 
tof negroid male figures, unclothed and 
complete to the very last detail, nearly 
matching the ancient marriage manuals. 

"Tokyo | RUDOLF VOLL 





The Asian Development Bank is an international finance institu- 
tion based in Manila, Philippines, and established for the purpose o 
lending funds, promoting investments and providing technical assist 
ance to developing countries and, generally, for fostering economic. | 
growth in the Asian region. Its membership comprises forty-five coun- | 
tries, thirty-one of which are from the Asian region and fourteen from ` 
Western Europe and North America. 



















The Bank offers challenging opportunities to highly qualified and | 
experienced professionals who seek employment on a career or | 
fixed-term basis, and applications are invited for the following position | 
for which staff are required for 1984: x 


BUILDING SERVICES ENGINEER pe 


Operation and maintenance of building services (standby 
power generation, airconditioning, office automation, telecommuni- 
cations, public utilities, etc.) in modern high-rise office buildings. 
Candidates should have a university degree in electrical engineer 
ing or equivalent education, preferably with at least two years po: 
graduate practical training in the electrical manufacturing or c 
struction industry, and 7-10 years of ودين‎ in this field prelera- 
bly with international organizations or large multi-national co 
panies. 
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Í thought lan Buruma might have had an 
uzê to grind when I read his sarcastic and 
ng article on. Kakuei Tanaka 
! Ww, Nov. 3], and now that [have | 
read his latest attack on the Japanese | f 
REVIEW, Dec. 8] T have no doubts what- 
Isoever. These two articles — and perhaps | f- 
ithe one by Wetherall in the same issue — p 
ount to little else’than attempts to ridi- | 

I d apanese by:people who obvious- |: 
: a superficial understanding of | 1 
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d Fluency i in written and spoken English is essential. Staff u 
~ based in Manila, Philippines. 








| An attractive salary, normally free of tax, and comprehensive. 
|| fringe benefits will be offered to the successful candidate. 










: Interested persons are requested to send their curriculum vitae, 
- including. dng experience, and 









Jj present salary and details of their work 
ing REF. NO. HK 42 to: 
Head, Employment & Staff Relations 
. Personnel Division 
Asian Development Bank 
. P.O. Box 789 
š Philippines 





























































capacity. 


MILLING HAS made great advances in the last thirty years in the area of in- 
creased productivity. 

Systems have come and gone, changed and been remodelled. But all the 
systems have been remodelled on the same basis and principle, that is the tra- 
ditional system. 
`. However, the House of Roncaglia have broken away from this tradition 
and have advanced milling technology by the use of pneumatics for sieving. 
This advanced technological advancement has enabled the House of Ronca- 
glia to perfect a milling system the net result of which is the magical, modular 
RONCAGLIA OPR Flour Mill. 


Using air in the sieving system whereby the product to be sieved is air-lifted 
and passed through durable nylon mesh has completely eliminated the use of 
elevators and traditional plan-sifters. 


As a direct result of this marvellous invention the size of the mill building 
has been reduced from the 6 storey building necessary for the traditional mills 
to a single block only 5 metres high. This on its own has reduced building capi- 
tal requirement in monetary value by at least 70 per cent, unlike in the traditio- 
nal system where the bigger the capacity, the higher the building. 


The RONCAGLIA OPR needs only a single block 5 metres high, regar- 
diees of the capacity, be it 10 or 1,000 tons. 


By virtue of the fact that only a block is required to house the plant, the 
RONCAGLIA OPR Flour Mill can be sited anywhere regardless of the preva- 
lent or geological and seismic conditions. Such is the versatility of the RON- 
 OCAGLIA OPR that it can be sited anywhere, where it will give the miller opti- 
mum convenience and hence drastic savings in bringing in of raw materials 
3 (such as wheat, maize, oat, barley, rice, rye, sorghum, millet, etc) and brin- 

“ging out of finished products. 
^ As a result of the entire plant being sited in one floor, it is possible to ope- 
rate and run the RONCAGLIA OPR efficiently with a minimum labour for- 
ce. This has afforded the miller considerable savings in labour overheads. 


Hygiene 
The pneumatic technique of the RONCAGL IA OPR assures a very hygie- 
nic product that is second to none. 





air currents the possiblity of flour contamination with residual worms, insects 
and cobwebs is non-existent. 

The flour quality of the RONCAGLIA OPR has been acclaimed as among 
the very best. — 

—. The flour proteins do not suffer from any damage as the heat produced in 
the grinding process is constantly. cooled by the ever present air currents. It 
` therefore goes without saying that the ash content in the flour is very low and 
the product vastly improved from the homogeneity and quality point of view. 


| Manufacture 


‘The RONCAGLIA OPR Mill i is s manufactured from the finest quality ma- 
terial. M consists o an 




















: Building capable c of housing a Roncaglia OPR milling plant of any Roncaglia OPR, capacity 300 tons of wheat per 24 hours. | 


| technical TT advice i ayia manuals. Technical anng is also gà 


As over 97 per cent of the moving and lifting process is conducted by the | 


ast pus The high ups steel used in a | 


saving national financial resources 


. Roncaglia OPR flour milling plant 


manufactured in Modena. Italy 





Every single part put out is subjected to a very strict quality control before 
making part of a RONCAGLIA OPR MILL SYSTEM. 


No wonder the House of Roncaglia gives a 10 years' guarantee : as compa- 
red to 6 to 12 months by its traditional competitors. 


The modular RONCAGLIA OPR has for the first time in milling history 
made possible re-location and re-siting of the plant from one location to ano- 
ther, without losing even a single bolt. 


Each mill is manufactured first taking into account the customer's require- 
ments. Customer's exact requirement is the starting point for beginning the 
design of the plant. A systematic analysis of customer's requirement together 
with RONCAGLIA's extensive knowledge and resources in pneumatic milling 
enable the House of Roncaglia to supply a uniquely modern and dependable 
plant. 

Process know-how coupled with Roncaglia milling experience and maru: 
facturing capability as well as Roncaglia installation expertise form the basis 
of Roncaglia Service to Roncaglia clients. 

Only a versatile modular RONCAGLIA OPR can ensure complete sati: 
sfaction in customer's mind. 

No matter what the capacity, from 10 tons up to an infinite capacity, the 
House of Roncaglia is able to supply modular OPR Plants in. which heigl 
ver exceeds 4 metres. For flour production the width is. only 2.5 metre 
when production of semolina, grits etc, is required, the width is 4 metres. 


The modular RONCAGLIA OPR plant can be designed to be installed a 






a series, each line independent from the other. This enables continued produd 
tion when some machines are undergoing maintenance. 


The erection time of the modular RONCAGLIA OPR is only. 10 to 3i 
days as compared to 6 to 9 months in the traditional system. Reduction of im 
stallation downtime results in increased profit 


Supplied with the plant are instruction | 







spare part er 







commitment Bos not end with the pass of the ae 


The House of Roncaglia guarantees the best عت‎ =ë 
cal and spare pas wise. 





Vol. 122 No.52 December 29, ` 


AAIEN AAT CENAA AAPA IONE EN INE ISS IE e ra ere) atrum Non etf يواه نعبط بوني‎ SES MOODY لم‎ 


Four years aher the- Soviet invasion of Af- | Page 44 
ghanistan, the old predictions thatthe country | The United States is to give gre 
‘would become ‘Moscow’s Vietnam’ seem to er protection to the do omest 
١ have a grain of truth in them. Indian political 1 
-commentator Rajendra Sareen, who was re- 
cently in Kabul, reports that Soviet troops are 
increasingly bogged down and limited to main- 
taining urban strongholds rather than tackling 
the guerillas in the countryside. And President 
Babrak Karmal is far from getting the political 
support he needs. Meanwhile, Romey ullerton 
-reports that there are at last signs of a national 
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| fighting. 


sistance movement, and that the economy is faltering, despite 
massive inputs from Moscow. Pages 26-29. 


r photo: Joel Barry. 


Pages 10-12 

Japan's ruling Liberal Demo- 
cratic zany and Prime Minister 
Yasuhiro akasone, suffer a se- 
vere loss of face in the general 
election. 


_ Pages 13-14 
| Malaysia's constitutional crisis 


E ends in compromise, but the 


issue may resurface in party in- 
nwhile, a state as- 
sembly election in Sarawak is 
‘el held against a background of 
| intra-party bickering. 


Page 16 

- Thailand seeks to upgrade its air 
| force as the Soviet build-up at 
Cam Ranh Bay continues. 
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Page 22 
There are signs of a slow awaken- 


ing of interest in Hongkong’s fu- 


ture among British MPs. 


Page 30 





| Tokyo is hositant about hasten. 
| ing the internationalisation of the 
P inii despite constant pro dding 0 


Pages 45-46 


| from Washington. 


The Soviets establish a diploma- 


tic fortress in Kuwait as a jump- 
ing-off point for other Gulf states. 


Page 32 


New Zealand reverses its dich. | 


sion to pull troops out of Singa- 
pore. 


Page 41 

Japan's pachinko game is more 
than a craze — it is almost a reli- 
gion. 


New Zealand: Stick to your guns ~ 32 


| Arts & Society 


Rec ;reation: Pachinko — more than 
a game, an inescapable fact of life... 41 
Calligraphy: A scholar-master' s death 
brings a golden age closer to its end 1 
Ternan if Religious quarrels 
andi ack of furids may be the 
death of a of the dead’ ل تسد‎ 42 


Harmony via a in Japan | c 
Energy: say te ! 


Page 48 


Seoul has second thoughts about |. 


its nuclear-power programme. 


The Malaysian Government less 
| ens its role in the economy in a 
| marked change of direction. 


Pages 57-58 

The Philippines. now s 
tain to extend its 90-day debt 
moratorium. 


Who owes how much oo. 


| Agriculture: Fears of a feudal 
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'MIAsi in Laos 
N five-man team from the 
Jnited States Government's 
t Casualty ! 
Centre (JCRC) arrived in 
Vientiane on December 19 to 
continue the search for the re- 
1ains of US servicemen killed 
n Laos. 
` The visit could have a signifi- 
ant impact on US-Lao rela- 
. Despite. the generally 


tone of contacts, 
Washington and Vientiane 
ave. engaged in a quiet 


ialogue since late 1981. In re- 
turn for assistance in account- 
ing for the missing, US Presi- 
dent Ronald Reagan's admin- 
istration has held out the pros- 
=- pect of improved diplomatic 
relations, and the lifting of the 
Congressional ban on aid to 
Laos. — PAUL QUINN-JUDGE 


sets constitutional 
plebiscite for January 27 
The Philippines National As- 
sembly approved a nationwide 
plebiscite for January 27 to 
: «confirm constitutional amend- 
coments that would shift the May 
1984 assembly elections to the 
provincial rather than the 
larger regional level and to 
abolish the government's Exe- 
. cutive Committee in favour of 
. & vice-president. 
`` The assembly approved the 
plebiscite on December 19, but 
the debate continues over whe- 
ther a new list of voters will be 
organised for it — the current 
list dates from 1978 — and 
whether it will be a completely 
new list or simply an amended 
oldone. | —GUY SACERDOTI 


Relations between South 
Korea and Taiwan are rapidly 
eteriorating over Seoul's re- 
usal to hand over the six hijac- 
ers who forced down a 
chinese Trident jetliner near 
Seoul seven months ago. They 
ave just lost an appeal for 
I ‘reduction of their four- to 
ix-year sentences, despite 
'aiwan pleading they should 
be treated as “freedom fight- 



















Resolution 












































UN decides to 


‘sive and secretive Antarctic 1 
ut. club. — to Co in the | ( 


and Steller passenger models. 
Taiwan officials argue that 
the six hijackers have been 
made "political pawns" in 
South Korea's rapprochement 
SEDI towards Peking. 

— SHIM JAE HOON 


Confusion as coalition 
gathers in Peking 


As is so often the case with the 
affairs of the anti- Vietnamese 
Democratic Kampuchea coali- 
tion, the current visit to Peking 
by its three main leaders — 
non-communists Prince Noro- 
dom Sihanouk and Son Sann, | 
and the Khmer Rouge's s Khieu 
Samphan — is surrounded with 
a certain degree of confusion 
and mystery. 
The announcement of the 
| 
L 





Sann and Sihanouk: closer 


visit on December 12 came as a 
surprise, say Bangkok-based 
coalition officials. 

Sources close to both Asean 
and the Chinese say that the 
aims of the visit are twofold: to 
demonstrate a new closeness 
among the three leaders (or 
at least between Sann and | 
Sihanouk), and to solicit more 
military aid from the Chinese. 
— PAUL QUINN-JUDGE 






study the Antarctic 


With the sceptical acquies- 
cence of the 16-nation Antarc- 
tic Treaty club, the United Na- 
tions General Assembly has ac- 
cepted a committee call for a 
comprehensive UN study of 
the frozen continent (REVIEW, 
Nov. 3). The assembly ple- 
nary acted without a vote in 
calling for a "factual and objec- 
tive study on all aspects of An- 
tarctica." The measure, in- 
itiated by Malaysia, urged all 
nations — including the exclu- 





























Ministry axes more 

Thai finance firms 
Thailand's Finance Ministry on 
December 16 revoked the h- 
cences of three finance and sec- 
urities companies, plus two | 


credit-foncier firms, and put 


two other ailing credit-foncier 
companies under central-bank 
control. Of the five which lost 
their licences, three — includ- 
ing Equity Development Fi- 
nance and Securities Co. and 
its two affiliates —- had already 
ceased operations since mid- 
October. The fourth firm, Syn 
Permsuk Credit Foncier, had 
suffered from a series of prob- 
lems since 1979 because of mis- 
management and fraud. 
The official closure 
Yaowaraj Finance and Sec- 
urities and the move to bring 
two credit-foncier firms af- 
filiated to it — Yaowaraj and 
Chalermloke — under central- 
bank control did not come as 
a surprise. Unable to honour 
promissory notes since early 
October, the Yaowaraj finance 
group was singled out as the 
most critical case among some 
20 firms which have been suf- 
fering liquidity problems. 
— PAISAL SRICHARATCHANYA 


of 


for food giants 
New Zealand's second-largest 
company, NZ Forest Products, 
has launched a partial takeover 
bid worth more than NZ$100 
million (US$64.94 million) for 
large shareholdings in two food 
giants — Wattie Industries and 
the Goodman group. Wattie 
and Goodman jointly achieved 

a 24.9% stake in NZ Forest 
Products in November, at a 
cost of NZ$160 million. 

The NZ Forest Products 


| move was seen as an illogical 


defensive move because Wat- 
tie and Goodman hold 35% of | 


each other. — LINDA SANDERS 


BEL 


| Singa firm sells 
New York ork building 


Singapore property and chemi- 
cal group United Industrial 
Corp. (UIC) is selling a prime 
New York office block to its 
own managing director in ex- 
change for a 16.7% stake in 







Intraco, a Singapore Govern- | 


ment-controlled frading e e 









S$23 million. p 


| from January 1984. Finan 













the net assets of Bovasco, the ` 
New York building's holding | 
company, net of its outstanding ` 
obligations to UIC. Bovasco 
will also settle its $$39.4 mil- 
lion debt to UIC. The pur- | 
chaser of the New York build- 
ing is UIC managing director 
Oei Hong Leong, who was un- 
successful in a general takeover 
bid for UIC in September. 

— LINCOLN KAYE ` 


Indonesian tax-reform 
laws ratified 


The Indonesian parliament on 
December 15 ratified the three 
new tax laws (REVIEW, Dec. 1) ` 
which will become effective 








Minister Ali Wardhana. as- 
sured parliament that the exist- 
ing tax exemption on interest 
earned from bank time depo- 
sits would be maintained. 
Bankers had feared possible 
deposit withdrawals should the 
government go ahead with the 
proposed tax on interest. 

— MANGGI HABIR 


Toyota predicts bi 
sales, home and a 
Japan's Toyota Motor Corp. 
said it expects 1984 production, 
exports and domestic sales to 


| rise over those for 1983. Pros 


duction. will increase. to. 3.37 
million units, 3% above this 
year's 3.27 million, while ex- 
ports will also grow by 3% to 
1.71 million. Domestic -sales 

will increase 4% over the e 
rent year to 1.66 million, 
company said. Next year's fig 
ures for production and ex- 
ports include about 150,000 


knockdown sets. 
— MIKE THARP 









sumption Caring irst nine 
months of the year, a jump of 
10.2% over the figure for the ` 
corresponding 1982 period. 
The trend appears to follow 
from declining Japanese pur- 
chases of natural rubber from 
Thailand: ate the Thala SIX 





















| IREST | ) US PART 
aiwan security officials have 
rested two North Korean 
'spionage agents who infiltrated 
into Taiwan via Hongkong, sources 
n Taipei said. Carrying South 
korean passports, they were caught 
aiwan authorities several 
ago. Said to be a “very — 
lant man- Pan wale dice 
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The former Turkish foreign | 
minister, Ilter Turkmen, hasbeen | 
“selected by United Nations 
;Secretary-General Javier Perez de 
Cuellar to succeed Australia's Sir 
Robert Jackson as coordinator of 
international relief operations | 
stemming from the Cambodia | 
. conflict, according to Asean | 
diplomats. Delegates from | 
Thailand; where most of the aid is | 
distributed among Cambodian | 
‘refugees on the Thai-Cambodian — | 
border, said they considered | 
| Turkmen to be the best qualified of | 
B Several candidates proposed earlier. 







AUSTRALIA 

The government backed down on barring 
the British aircraft carrier Invincible from: 
using a dry dock and extended an invitation to 
the ship, according to press reports (Dec. 17). 
` The head of the Australian Secret Intelli- 
gence Service, John Ryan, resigned after | 

armed agents raided a hotel in a bungled 
ing exercise (Dec. 19) 


BANGL \DESH. 

. President H. M. Ershad ordered the re- 
i lease of all political leaders and workers ar- | 
sted during recent anti-government unrest, 
| of cials said (Dec. 14). 


| 
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rT ree unidentified Sikh youths shot dead a | 
. follower of a breakaway Sikh sect, Nirankari. | 









ae 


ae in rs. offic Korean. ports i and 


| weapons in Southeast 





| official visit (Dee, 14). The constitutional 
amendments bilb- which would remove the 


Punjab. t the Press Trust of India said i Dec. 


eged spying a activities > crewmen EF al 


: They said Turkmen’s appointment 


would be announced before the end 
of the vear, when Jackson's four- 
year tour of duty ends. Turkmen, < 
former Turkish ambassador to he 

| UN, was appointed in June 1979 by 


| then secretary-general Kurt 
| Waldheim às his representative. 


to work with the Thai Government 


| on problems resulting from the 


influx. of Cambodian refugees. 


MISSILE BLAST - 





i Asean officials are concerned by an 
| unprecedented Soviet criticism of an 


alleged United States plan to deploy 
nuclear missiles and chemical — 

sia. A Radio: 
Moscow broadcast on December 19 
said that during a recent visit to 
Thailand, Adm. William Crowe, 








| commander-in-chief of US armed 


forces in the Pacific, discussed the 
possibility of stationing such 
weapons in order to turn the region 
into an “area of limited nuclear 


war." Western officials fear that the 


Soviet allegation may be aimed at 
preparing the ground for Soviet 
missile deployment, possibly on 


| ships based in Vietnam's Cam Ranh 
| Bay, where the Soviet navy has 


stepped up its presence (page 16). 


DEAD OR ALIVE? 

Despite a denial by the Chinese 
Foreign Ministry, it is common 
knowledge in Peking that 
imprisoned erstwhile Gang of Four 


— nna 
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on m ace i than expectation. 
After his latest talks in New York 
with Pakistani Foreign Minister 
Sahabzada Yaqub Khan and his 
Afghan counterpart, Shah 
Mohammed Dost, Secretary- 
General Javier Perez de Cuellar 
announced that positive 
developments justify another 
Cordovez diplomatic mission to E 
Islamabad, Kabul and Teheran. But | 
diplomats suspect Perez de Cuellar 
is merely trying to divert mounting 
criticism over the slow pace of the 
talks. Otherwise, they ask, why 
announce now a Cordovez mission 
scheduled for next April? 


OK BIER BESHA THEN ÓÓ——X————— Ón € BAK دهف‎ Md AAAA مهو‎ apanman ومع‎ Ababa evn aa جججنب عيبب بونج ببسج يج وسده يريم‎ qhapa جرس‎ hura aa ni n amoa h نج وحن ذا ريدي تانج يعبلجح ها‎ 


(Dec. 18). The Liberal Democratic Party 
(LDP) lost its majority in parliament in the 
general election, but Prime Minister Yasu- 
hiro Nakasone said he would remain in office. 
The LDP formally recruited eight indepen- 
dents to preserve a shaky hold on power. 
Soviet authorities turned over 83 aircraft 


parts and other items from a South Korean | 


| SINGAPORE 


airliner downed by a Soviet fighter to Japan- 


| did not consult him over the appointment ofa 
| college president and also in protest against _ 
; restoration of the vice- -presidency (Dec. IY." 
I Marcos directed the National Assembly | 
| prove a law for a new voters’ registration 
| over the country as a means to assure 
, and honest elections in 1984 (Dec. 164. 


i 


ese and American officials at a port on Sakha- | 


hin island (Dec. 20). 


MALAYSIA 


indonesian President Suharto arrived onan 


need for royal assent to parliamentary bills re- 
ceived assent from the deputy king (Dec. F She 


PAKISTAN 
President Zia-ul Hag said that all Islamic 
ws oe be enforced as of June [984 ( Dec. 


oth. 


the appeals of six Chinese hijackers against 











Prime Minister Lee Kuan Yew idic 
that the general election, w hich is due. in 
cember 1985, is likely to be held earlier ( 





SOUTH KOREA ^ 

Five South Koreans were arrested. ono 
charges of spying for the North and trying to.. 
topp xe the ‘Seoul government, if was an- 
nounced (Dec, 19). A Seoul court rejected 











their jail sentences (Dec. 20). 
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Nakasone awaits the verdict; poll-counting in Tokyo: a blow which may be crippling. 


The prime minister suffers a stunning blow in the general election 





By Hikaru Kerns 

Tokyo: An unnecessary election called to 
reaffirm the country’s confidence in Prime 
Minister Yasuhiro Nakasone has resulted 
in a possibly crippling humiliation for the 
titular leader of the long-ruling Liberal 
Democratic Party (LDP). He had hoped 
to win endorsement to quell the criticism 
over the unabated influence of former 
prime minister Kakuei Tanaka, on bail 
after being convicted of accepting bribes 
from the Lockheed Aircraft Corp. to 
favour them in orders for aircraft. In the 
event, Tanaka won a smashing victory 
from his constituency and his faction re- 
mains. the biggest in the LDP, while 
Nakasone’s standing was visibly damaged 
when the party as a whole lost its overall 
majority in parliament. 

The party dropped to 250 seats from its 
pre-election strength of 286 in the 511-seat 
lower house of the Diet, or parliament, six 
short of a simple majority. The LDP im- 
mediately attracted enough non-affiliated 
conservatives to keep itself in power, but 
it may also have to seek the cooperation of 
some of the opposition parties to conduct 
panenan business effectively. At 
east 270 seats are needed by the LDP to 
maintain control of all the committees and 
their chairmanships. 

The election, which need not have been 
called, was an oddity in that its results 
were not a general repudiation of the LDP 
or its principles. Nor was it necessarily a 
rejection of the few consistent policies 
that Nakasone has pursued. An unusually 
low yoter turnout — in fact the lowest in 
the post-war period — favoured the op- 
position parties. Most successful were the 
middle-of-the-road Komeito (or “clean 
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government” party based on a Buddhist 
sect) and the Democratic Socialist Party 
(DSP), which together enjoyed an in- 
crease of 31 seats to a total of 96. 

Tightly organised groups such as 
Tanaka's faction and opposition parties 
were generally able to get their supporters 
to the polls despite the cold weather and 
the approach of the New Year holiday sea- 
son. The anti-Tanaka mood in many elec- 
tion districts hurt all the LDP factions, but 
Tanaka 's faction survived it with the least 
casualties because of. its campaign skills 
and resources. Most pre-election surveys 
also predicted an LDP victory, and this 
lulled some traditional LDP voters into 
apathetically neglecting to vote. 

The only opposition party to lose seats 
was the Japan Communist Party, its pre- 
sence in the lower house diminished to 26 
seats from its previous total of 29. The 
Japan Socialist Party (JSP) gained 11 seats 
for a total of 112. Although this may have 
been lacklustre in view of the magnitude 
of LDP losses, new JSP chairman 
Masashi Ishibashi’s stature rose. But so 
far his call for a united opposition party 
group, led by himself, has gone un- 
answered. 


IN sone miscalculated the timing of the 
election and overestimated the favour- 
able impact of his international diplomacy 
on domestic audiences. But he is appa- 
rently unwilling to accept full responsibil- 
ity for the LDP defeat — admitting re- 
sponsibility being a customary Japanese 
prelude to resigning. On the day after the 
election, Nakasone, speaking with an ex- 
pressionless intonation, promised to carry 


Nakasone's humiliation 


on with his duties as prime minister as best 
he could. 

The situation appears too unstable for 
the LDP to depose Nakasone im- 
mediately. Already former prime minister 
Zenko Suzuki, who controls the second 
biggest faction in the LDP, and Tanaka 
have pledged their support for the prime 
minister, though the non-mainstream fac- 
tions of Takeo Fukuda and Toshio 
Komoto demanded that Nakasone accept 
full responsibility for the election and 
promptly resign. 

Nakasone can probably resist pressu 
to step down at once, but his hopes of a 
smooth road to victory in next 
November’s LDP presidential election, 
when his term as leader must be renewed, 
have been dampened. A commanding vic- 
tory in the lower-house election, or possi- 
bly even the preservation of a stable 
majority of 270 seats, would have been 
firm ground for seeking re-election and 
laying the basis of a long-term tenure as 
prime minister. 

Nakasone requirés the support of both 
Tanaka and Suzuki to maintain his posi- 
tion as LDP president and hence prime 
minister, but Suzuki, whose faction was 
mauled in the election when it lost 12 seats 
out of 62, has no strong loyalty to him. It is 
conceivable that, unless Nakasone recov- 
ers his prestige, Suzuki could withdraw his 
Support and join some other combination 
of factions which obtain a majority in the 
LDP, possibly offering Kiichi Miyazawa 
from his faction as a candidate for LDP 
president. The prospects of 58-year-old 
Shintaro Abe, currently foreign minister 
and a member of the Fukuda faction, also 
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The JSP's Ishibashi; LDP secretary-general Susumu Nikaido: rising status, falling hopes. 


Hse despite his relative youth — n Japan- 
ese political terms. But such challenges, 
if they occur, may be withheld until 
next November’s LDP internal elec- 
tion. 

The immediate problem for Nakasone 
is to shape a cabinet from among the com- 
peting LDP factions and to organise 
parliament. This is expected to be com- 
pleted by the year’s end. One question is 
whether Tanaka will insist, as he did a year 
ago, on control of many of the ministries 
affecting domestic programmes, espe- 
cially public works and grants, or whether 
he will have to relinquish his hold on the 
conspicuous positions in the LDP machin- 
ery to appease popular criticism. 

° Nakasone has also indicated his willing- 
ness to talk to opposition parties about 
facilitating parliamentary business. The 
most promising object of LDP courtship is 
the New Liberal Club, mainly an offshoot 
of disgruntled LDP members. This party 

Ids eight seats. The LDP is also more 

ely to seek cooperation, if necessary, 
from the middle-of-the road parties such as 
the Komeito or the DSP rather than the 
socialists or communists. 

The destabilised political situation had 
a temporary shock effect on the Tokyo 
stockmarket. It also led to a slight 
weakening of the yen. On the morning of 
the election results the Nikkei-Dow Jones 
Average of the Tokyo stockmarket drop- 
ped by 187 points in three hours. In the af- 
ternoon the market began to recover, but 
even so it was the worst decline in a single 
day for this year. 

Then the following day the brokers 
came back in force, driving the market 
average up by 121 points in the morning 
session to 9,606. Investors appeared satis- 
fied that the LDP would be able to govern 
the country even with a larger role for 
some opposition parties. It also seems that 
the investing community wanted to help 
bolster public confidence in the LDP by a 
visible display of optimism. 

Reports from Washington indicated 
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that the United States Government was 
worried that Nakasone's weakened posi- 
tion meant a halt to plans for a greater de- 
fence role for Japan. But it was quite likely 
that Nakasone would have eventually dis- 
appointed Washington on security issues 
anyway. His grip on the LDP was never 
firm, and it has never been clear what his 
true priorities are. 

Although he presented a hawkish posi- 
tion to the US, he was apparently vague 
on concrete details and a timetable. 
Domestically, he has quietly abandoned 
trying to amend the pacifist clause of the 
Japanese Constitution. He affirmed 
Japan's non-nuclear principle when he 
said this month he would ask the British 
aircraft carrier Invincible, proposing to 
make a call on Japan, to guarantee that it 
carried no nuclear weapons. 


H: most recent draft of a national bud- 
get contained a familiar modest in- 
crease in defence spending, giving little 
hint of substantially upgrading Japan’s de- 
fence capacity. For his domestic audiences 
he emphasised bread-and-butter issues. 


Suzuki: pivot of power: 








He sought to allay fears of tax increases 
and managed to push through a small tax 
reduction in the waning days of the last 
parliament. Taxes are, naturally, a major 
concern of Japanese voters, especially 
those living in urban centres who feel ag- 
grieved that tax funds are enriching rural 
constituencies, especially areas  rep- 
resented by Tanaka and his faction. 

But in dealing with defence spending 
and tax cuts, Nakasone will again be con- 
tending with the huge government budget 
deficits that partly drove Suzuki out of of- 
fice last year. Streamlining the bureauc- 
racy, including the privatisation of the na- 
tional railway, was one means of ac- 
complishing this. To proceed with ad- 
ministrative reform he also needs the sup- 
port of the new parliament. 

Politically, Nakasone has been placed 
in an ambiguous predicament. He owes 
his position to Tanaka and has lost for the 
time being his opportunity to distance 
himself and build an independent man- 
date. In a fit of accurate if blunt talk re- 
ported in the Japanese press, Tanaka told 
his supporters during the election cam- 
paign that he “made” Nakasone prime 
minister, implying that Tanaka was still 
the real decision-maker. 

Nakasone is unable to disown Tanaka, 
but Tanaka is at the same time his worst 
liability. Opposition parties, the non- 
mainstream LDP factions and wide seg- 
ments of the public will continue to attack 
Tanaka through Nakasone, and Nakasone 
will have to continue to be evasive on the 
subject. 

The opposition parties will try to use the 
Tanaka issue to stall or alter Nakasone's 
programmes, including administrative re- 
form. But they will have their own 
priorities, such as increasing social welfare 
benefits. No doubt they will bring up the 
Tanaka issue for its own sake, but the in- 
centive to go for the kill is gone. As long as 
Tanaka remains in parliament, he is 
among the better assets of the opposition 
parties. 
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Nakasone's division of cabinet posts among the 
LDP factions may seal his political fete 


By Mike Tharp 

Tokyo: Prime Minister Yasushiro 
Nakasone's appointments to his next 
cabinet will largely determine how much 
longer he can stay in office. As usual the 
20 ministers and three ruling Liberal 
Democratic Party (LDP) executive offi- 
cials will reflect factional strength within 
.the party. But the men Nakasone selects 
will also form a political jury to judge his 
performance and decide whether they 
want him to continue to lead the party. 

Cabinet selection will occur around De- 
cember 28, after an extraordinary session 
of the Diet, or parliament, votes in 
Nakasone as prime minister and a new 
speaker of the lower house. Because the 
LDP still holds a simple majority over the 
combined opposition parties in the lower 
house, Nakasone and whomever the party 
chooses as speaker will be named during 
that session. 

Although some LDP members have 
publicly called for Nakasone to resign as 
both party president and prime minister 
— it is likely that the dismayed conserva- 
tives will avoid further turmoil and keep 
Nakasone in office, at least temporarily. 
Then Nakasone can announce the new or 
reinstated ministers and try to get on with 
the business of running the government. 

Historically, the cabinet-selection pro- 
cess has been almost mathematical. Lead- 
ers of LDP factions submit lists of their 
members to the prime minister for his con- 
sideration. Usually the members are 





either current or former ministers or 
politicians who have been elected several 
times without holding a cabinet portfolio. 
The prime minister allocates portfolios on 
the basis of faction size — the bigger the 
faction, the more portfolios it gets. 

In the current cabinet, for example, the 
largest LDP faction, led by former prime 
minister Kakuei Tanaka, has six cabinet 
posts and one of the three party executive 
seats. The second-largest faction, led by 
former prime minister Zenko Suzuki, 
holds four cabinet posts and one party 
seat. The faction led by Takeo Fukuda, 
also a former prime minister, holds the 
third party executive seat and three 
cabinet posts. Nakasone’s faction holds 
two cabinet posts as do a faction led by 
Toshio Komoto, and one formerly led by 
the late Ichiro Nakagawa. Two cabinet 
portfolios are held by independents. 


1 remains unclear whether Tanaka, 
whose faction lost only four seats in the 
general election, will again try to 
capitalise on his relative strength. Some 
political analysts believe that is exactly 
what he will do. “His [Tanaka's] inclina- 
tion will be to kick the other factions while 
they're down," said one foreign observer, 
"otherwise, they might get up." Others 
suggest that Tanaka may not press his ad- 
vantage too much during the cabinet 
selection. They reason that resentment 
against him and his faction is running deep 


The Tanaka connection 


Identification of the LDP with the former premier 
hurts the party, though he scores a landslide 


Tokyo: The low voter turnout and the 
identification of Liberal Democratic Party 
(LDP) candidates with the recently con- 
victed Kakuei Tanaka, whether beneficial 
or adverse, produced disproportionate 
consequences in some election results. 
The most important was the overall set- 
back for the LDP, though the party car- 
ried 45.8% of votes, down only 2.1 per- 
centage points from the 1980 election. 
The Japan Socialist Party (JSP) drew 
19.5% of votes, one-fifth of a percentage 
point more than in 1980. The Komeito 
(the Buddhist-based “clean government" 
party) — increasing its portion of parlia- 
ment seats by nearly two-thirds — gained 
only one percentage point, to 10.1%. 
These results took place when, in nearly 
every reliable survey, the popular ap- 
proval rating of the LDP had held con- 
stant or edged down only a fraction, to 
about 44%. By contrast, the JSP had only 


13% general approval and the Komeito 
5%. But this broad and consistent support 
for the LDP failed to be translated into re- 
sults in specific districts. In close contests, 
it was the greater dedication of the minor- 
ity parties and the complacent attitude of 
LDP supporters that made the difference. 

Whether the JSP can reverse its long- 
term decline in future elections is still a 
question. It gained 11 seatsin this election, 
to 112, a modest performance compared 
to the Komeito or the Democratic 
Socialist Party (DSP), which increased its 
parliamentary presence by nearly half, to 
96 seats. The JSP reached a high of 166 
seats in the 1958 election. As recently as 
1976, helped by the Lockheed scandal, it 
held 123 seats before slipping down again. 
The JSP continues to be plagued by inter- 
nal ideological disputes, in contrast to the 
LDP's factional disputes, which are 
mainly about power. 
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“Tanaka will not use his influence so 
openly,” said Rei Shiratori, president of 
the Institute for Political Studies in Japan, 
“but he will try to use it substantially as 
faction leader.” 

Currently, speculation is rife that 
Susumu Nikaido, secretary-general of the 
LDP, will resign to take responsibility for 
the partys unexpectedly poor perfor- 
mance at the ballot box. Until now, the 
Tanaka faction has controlled that posi- 
tion as a symbol of its influence, but be- 
cause of widespread antagonism towards 
Tanaka the job may go toa senior member 
from another faction. “Tanaka will con- 
tinue to keep his extraordinary power on 
appointing state ministers,” explained one 
parliament source, “but the influence of 
his faction will probably be reduced.” One 
name that has figured prominently in the 
guessing is that of Shintaro Abe, now 
foreign minister and deputy leader of 
Fukuda’s faction. 

Another key post is that of chief cabine 
secretary. Customarily, the job has o. 
to the prime minister's most truste 
lieutenant, but Nakasone was so indebted 
to Tanaka for installing him as prime 
minister last year that he named Masaharu 
Gotoda, a member of the Tanaka faction, 
to the position. Had Nakasone won first 
place in his home district of Gumma pre- 
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Tanaka after voting: crushing victory. A 


The election went against former pre- 
mier Zenko Suzuki’s LDP faction. Be- 
sides losing the most seats, it lost the in- 
cumbency of Taro Aso, the 42-year-old 
grandson of the revered post-war prime 
minister, Shigeru Yoshida. Aso was re- 
garded as one of the bright prospects of 
the LDP — fluent in English; educated at 
Stanford University business school and 
known to many Westerners. Aso lost 
the seat he has held for two terms to a 
communist. 

Nakasone came in second to former 
prime minister Takeo Fukuda, head of a 
rival faction, who shares with Nakasone 
the same election district in Gumma pre- 
fecture. The two, both outstanding 


graduates of the same secondary school 
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point his own supporter to that job 
because he lost face there, Gotoda proba- 
bly will be retained. 

Regardless of how much influence 
Tanaka exercises in the cabinet appoint- 
ments, there will be some familiar faces. 
Many senior LDP politicians have held 
several portfolios over the years, and both 
current and former ministers will survive 
the reshuffle. Some analysts expect Fi- 
nance Minister Noboru Takeshita, a 
Tanaka faction member who hopes to be- 
come prime minister after Nakasone, to 
withdraw his name from consideration 
while he prepares his challenge. In addi- 
tion, three current ministers lost their 
seats in the election and are out of the run- 
ning. : 

One of the three LDP executive seats 
could go to Kiichi Miyazawa, a Suzuki fac- 
tion leader, who has held cabinet jobs be- 
fore but never one of the top party posi- 
tions. Miyazawa wants to succeed 
Nakasone, and his appointment would fill 
in the remaining gap in his political experi- 

nce. Analysts also expect that the New 
Liberal Club, which split off from the LDP 
in 1976, may ask for a cabinet slot in return 
for its members' support of the LDP. 

After the cabinet is selected, attention 
will be focused on its factional balance. 
Besides his political debt to Tanaka, 
Nakasone must also heed the factions that 
oppose Tanaka's power. If he can walk 
that political tightrope successfully, the 
65-year-old leader may serve out his full 
two-year term as party president and 
prime minister, which ends next 
November, with a chance of re-election. 
But if he falters, Nakasone will simply be- 
come yet another former prime minister in 
charge of only his own faction. 





and then the elite Tokyo University, have 
been rivals for years. The fact that 
Nakasone usually comes second to 
Fukuda in the electoral district apparently 
D. him some degree of pain. This was 

e first time, in fact, that a standing prime 
minister has come second in his home dis- 
trict. 

More than a few voters in Gumma pre- 
fecture never forgave Nakasone for sup- 
porting Tanaka over Fukuda in a hotly 
contested race for the LDP presidency in 
1972. Fukuda apparently never forgave 
him either. In this election Fukuda polled 
nearly 130,000 votes, compared with 
Nakasone's 118,000. 

Tanaka crushed his opponents in his 
home district in snowy Niigata prefecture. 
Breaking his old record, Tanaka received 
more than 220,000 votes. The second- 
placed candidate in the district, who won a 
parliamentary seat, polled only some 
48,000 votes. Niigata residents were upset 
by the severity of the attacks upon Tanaka 
and their prefecture. Tanaka is a home- 
own hero and a benefactor who brought 

ie region out of biting poverty. They de- 
monstrated their pride and gratitude by 
supporting him. — HIKARU KERNS 
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The end of the affair 


The Malaysian constitutional crisis is officially 
over — with a compromise and relief all round 


By K. Das 


Kuala Lumpur: The four-month-long 
Malaysian constitutional crisis officially 
ended on December 15, when royal assent 
was granted to a controversial parliamen- 
tary bill amending the federal constitu- 
tion. The collective national sigh of relief 
was audible in the stockmarket, where in- 
vestors pushed up the turnover from the 
previous day’s 9.3 million units to 11.2 
million units. Newspapers which had only 
four months ago ignored the parliamen- 
tary debate on the amendments an- 
nounced in screaming banner headlines, 
"It's signed," giving the impression that 
some miracle had been performed. 

But within four days it became clear 
that while there was relief, it was too early 
yet for celebrations. One respected col- 
umnist, Sri Delima, wrote in the New 
Straits Times on December 17: “Even 
now there must be no euphoria. It is not 
the end of the journey, not by any means.” 
And the volume of total trade turnover in 
the stockmarket dropped to little more 
than 7 million on December 19. 

The crisis which had dragged through 
the months from the July-August par- 
liamentary session to the current budget 
session was a mystery to the vast majority 
of Malaysians. Speeches by opposition 
leader Lim Kit Siang of the Democratic 
Action Party which spelled out the signifi- 
cance of the proposed amendments were 
not reported by the press. It took an open 
letter to Prime Minister Datuk Seri 
Mahathir Mohamad on October 3 to open 
the debate, beginning with the demand 
that the author, former cabinet minister 
Datuk Senu Abdul Rahman, be expelled 
from the political party which Mahathir 
heads — the United Malays National Or- 
ganisation (Umno). 

While “the bearer of bad news” was at- 


tacked, Mahathir told parliament he was 
not aware of any crisis in the country. 
Some newspapers and the government 
media still refer to the crisis as “the con- 
stitutional issue,” a term which makes the 
highly enthusiastic acclamation of the end 
of the problem seem almost unreal. 

The crisis arose when the Yang di-Per- 
tuan Agung or king refused to signify his 
assent to the bill which would have had the 
effect of making his assent to future bills 
unnecessary. It would also have made 
royal assent by the sultans who head nine 
of the nation’s 13 states superfluous in 
state legislation. The third controversial 
change was one which gave the prime 
minister power to declare a state of 
emergency without the consent of cabinet 
or parliament and closed the doors to judi- 
cial review. 


he December 15 solution was an agree- 

ment to change the amendments, 
dropping the new clause making royal as- 
sent superfluous as far as the state legisla- 
tures went, as well as the clause giving 
emergency powers to the prime minister. 
As for royal assent by the king of federal 
laws, the 15-day time limit was modified. 
The king will now have 30 days to consider 
new laws. If he feels there are reasons to 
reconsider the bill, he can send it back to 
parliament for renewed debate and possi- 
ble amendments. After this he will be ob- 
liged to sign the bill within the next 30 
days. Even if he then does not sign the bill, 
it will become law automatically. 

While many regarded this formula as 
generous on the government’s part, there 
were others who looked upon the com- 
promises as a surrender. One respected 
academic, who preferred not to be iden- 
tified, said: “The government has 
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ommunity in this sensitive multiracial 
ountry had in fact taken place. The Sul- 
tan of Johor, the most strong-willed and 


in line to be the next Malaysian king after 





* 


onal speech that Umno had disappointed 
im. Remarking that the amendments in- 
volve not only Umno but also the other 
parties in the ruling National Front, he 
said: "However, only Umno was against 
the rulers. The rulers were even chal- 
lenged when they refused to agree to the 
amendments." He was referring to the 
nass rallies organised by Umno to "edu- 
ate the people about the constitutional 
amendments." In fact, they were largely 












































By James Clad 

Kuching: Sarawak's fourth legislative 
ection, to be held on December 28-29, 
ay move this East Malaysian state closer 
than ever to the communally organised 
-politics characteristic of Peninsular 
. Malaysia. Immediately at stake are all 48 
-seats in the Council Negeri, the state as- 
sembly. 

But all three of the state's governing 
parties are entering the elections under 
strain. While the ruling National Front is 
certain to win, a shakeout in the coalition 
may spell the end of one of Malaysia's few 
multiracial parties, the Sarawak National 
Party, or Snap. 

In some superficial respects, the Na- 
mal Front position in Sarawak resem- 
yes the federal arrangement in Kuala 
pur. The chief minister heads the 
minant party in the coalition, the Parti 
a Bumiputra Bersatu (PBB), which 
ooted in the Malay and Melanau (indi- 
enous Muslim) communities. Datuk 
Patinggi Taib Mahmud, the current chief 


umpur to succeed. his uncle, Tan Sri 
ahman Yakub, as chief minister. (The 
est Malaysian equivalent to the PBB, 
e United Malays National Organisation 
mno], does not operate in either 
rawak or Sabah.) . 
The PBB shares.the state's ministerial 
rtfolios and patronage with two other 
ies — the Chinese-dominated Sarawak 
nited People's Party (SUPP) and Snap. 
'his coalition has controlled 45 seats in 
he legislative council; independent politi- 
ians hold the s remaining | T The PBB 





uggestinf thata 
uch- feared die in hê majority Malay 


recalcitrant of the nine rulers and second 


the Sultan of Perak, declared in an emo- 


minister, has been president of the PBB 
ice 1981, when he returned from Kuala | 


| repe = that is th pe 
: and I — will be more ré dísciplined: We must ٠ 
Stick together through thick and thin." 























arty in peril 
3 Sarawak's legislative elections may damage the Sarawak 
National Party and lead the state into communal politics 









The next day he went further and said that 
he had full confidence i in his state’s Chief 


“Minister Datuk Abdul Ajib Ahmad and 


the state assembly. He said he had no 


. grudges against anyone, including state 


assemblymen, but he pointedly made no 
reference to either Mahathir or Deputy 
Prime Minister Datuk Musa Hitam, who 
hails from Johor. 

The Sultan of Kelantan, the hane: state 


| of Finance Minister Tunku Razaleigh 


Hamzah, said he regretted that the con- 
troversial bill had been given royal assent 
because it was not agreed to by all the rul- 
ers, Nevertheless he would go along with 
the decision of the majority of the royal 






currently holds 18 seats and the SUPP 
holds 13: Snap has six seats. having lost 
nine to party defectors. 

The front has been beset with factional 
infighting since 1981, when Datuk James 
Wong, astrong-minded Chinese politician 
and timber executive. was elected presi- 
dent of Snap. Dissatisfaction at Wong's 
election grew increasingly strong among 
leaders of Snap’s largest body of voters, 
the Ibans, the largest of Sarawak s indi- 
genous groups. 

Three of Snap's six federal MPs and 
nine of its state assemblymen sub- 
sequently left the party after the expulsion 
of Wong's opponent in the party election, 
federal Telecommunications and Energy 
Minister Datuk Leo Moggie. Moggie now 
heads the hastily formed Sarawak Dayak 
Party (Parti Bangsa Dayak Sarawak, or 
PBDS), which is contesting 14 legislative 
seats against Snap. 

At the same time, Taib has refused to 
dismiss Snap dissidents from his cabinet. 
This has fuelled suspicion within Snap that 
the party defections were engineered by 
the PBB in an effort to destroy the state's 
only multiracial political group. Among 
those who have left Snap is Deputy Chief 
Minister Daniel Tajem. 

Many of the party rebels received 
Wong's help early in their careers and the 
Snap president is seen to be pursuing a 
vendetta against those he views as un- 
grateful. On the other hand, despite a 
feeling that Wong would hold the party's 


presidency only for one term before hand- 


ing over that and other senior leadership 
posts to the emerging Iban leadership, 
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sure mounted rapidly after a mass rallyin - 






Ancthel- rater, thie Sultan of Selangor 
also called for calm and patience and de= ` 
clared that some of the sultans hadhad ` 
sleepless nights over the amendments bes’: 
cause the crisis might have plunged the na-- ب‎ 
tion into chaos. He said there was now — 
animosity among the people and this had ` 
already divided the Malays. While other . 
sultans have not made their feelings public 
— two of them are overseas — there was `: 
little doubt that they all felt threatened. 

It is now clear that in the days im- 
mediately before the deputy king: signed 
the bill (the king continues to be on medi 
cal leave after à heart attack in. 'Sep- oj 
tember) tremendous pressure. was: ` 
brought to bear on the rulers. This pres- 0 













Batu Pahat. O on December 8. 







Wong's MEN message finds fewer 
and fewer believers among educated 
Ibans and other “Dayaks.” (The term. 
Dayak is something of a misnomer; its. 
inclusion in the new party's name is to 
broaden its appeal to non-Ibans.). ` 
Wong said In an interview he- believes 

the breakaway group is using a "racial 
wedge to prise Snap apart." Wong added: 

“The PBDS people say Snap is no good 
and is not the right party for Dayaks be-. 
cause I am Chinese and have no right to be 
president . . . they say the Dayaks must 
struggle for Dayak interests, yet what 
were all these YBs [yang berhormats, a 
ministerial title] doing these past six years 
while they were in government?" Wong 
then answered his own question by saying « 
that “what they really mean is that Dayaks 
must struggle for the PBDS leaders indi- 
vidual interests.’ 







A: president of the new party, Moggie  . 

sees things differently. “Only:a con | 
munal baseand direction will deliver dev. 
lopment: to Ibans and. other. indigeno 
groups that have missed out,” he Says. 
Moggie and other party officials believe 


. Wong has put his cronies into party posi- 


tions, especially in constituencies where: 
Snap has little electoral support, to better 
control the party. an | 
The largest: problem ‘facing the new- 
party arises from its image: despite its 
“Dayak” nationalism, it is viewed as little- 1 
more than a vehicle for politicians now ou 
of favour with Snap leaders. A creditable 
showing by senior party candidates on De- 
cember 28-29, some sources.suggest, will 
lead to a post-election. accommodation: 
re-admission to Snap will be offered in re. 
turn for a commitment to make Snap's 
leadership positions reflect the. party’s.do- 
minant Iban and Dayak content. The re- 
sults of the t split, in this view, will 
ily communal! Snap. and the 
he drin s remaining ethnic 
S | E 
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xime ministet on December 9. The ing 
ıurried meeting of the rulers on De- 
vember 10 to discuss the letter. Their reply 
vas drafted at another meeting on De- 
'ember 11, saying that the Mahathir for- 
nula was acceptable. 

But they wanted another clause in- 
erted in the constitution to ensure that 
1either the clause on emergency powers 
10r the eighth schedule of the constitution 
lealing with the sultans' assent in making 
state laws be ever touched upon again. It is 
understood that on December 13, 
Mahathir found this completely unaccept- 
able. 


n the next day, after Mahathir's week- 

ly cabinet meeting, it was apparently 
made clear to the rulers that they must sig- 
nify assent on the following day and that if 
they did not, the bill would simply be pub- 
lished in the government gazette, making 
it law. The fact that it could be challenged 


s | of lit le e sien 
Beer in despite his illness and called a | 









< 1 
if the bill was gazetted in this manner, the 
proposed compromise formula would not 
be incorporated in the final document. , 

The rulers were thus in a dilemma. It 
was a question of either losing their role in 
lawmaking at once or living to fight 
another day. It is understood the rulers as 
a whole had little doubt that if the matter 
went to court, it would divide the Malays, 
cause great upheavals and leave scars that 
would last for many years. 

Instead, they asked for a written under- 
taking by the prime minister that the 
changes to the amendments now planned 
to be tabled on January 9, would be 
strictly adhered to. It was a measure 01 the 
anxiety that was beginning to set in, that 
the government, while insisting on the 
principle of parliamentary supremacy, ag- 
reed to the compromise while the public 
rallies were being presented as signs of 
growing public support. 


r y amanter | 
ance. Tt was also put to the | 
rulers, accord ng to reliable sources, that 
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ven that it was a victory for malar 
ity and rationality.” Sri Delima was less 
sanguine and possibly more accurate: 
“Victory belongs to both sides, to the 
rakyat and to the system — the imperfect, 
bungling, cumbersome system of democ- 
racy we have opted for, grumble about, 
yet ‘would not want to throw out. 

While there is little evidence of an open 


confrontation between factions within 
Umno, there is no shortage of critics 
within the party who now say that 


Mahathir will certainly be challenged at 
the party elections due on May 25, 1984. 
For the moment there is a calm. But it is 
believed that the relationship between the 
rulers and government will never be the 
same again and that given the fact the rul- 
ers are not likely to remain immune to 
criticism, it is more than likely that they 
will seriously consider entering the politi- 
cal arena themselves. At the very least 
they will try to play a role of power-brok- 
ers when the Umno assembly meets. Ü 





thnic politics in Sarawak are compli- 
cated by Kuala Lumpur's categorisation 
of Sarawak's non-Chinese as bumiputras 
— sons of the soil. The federal govern- 
ment would therefore be extremely un- 
happy to see an Iban-Dayak communal 
party emerge outside the framework of 
National Front politics. 

Because of this, the PBB has been ac- 
commodating to the new party, each 
tacitly agreeing to keep out of the other's 
way. Rather than banish political rebels 
from the front, Taib chose to give Snap 
and its dissidents a "straight fight" — both 
have been cast adrift to fight (in a state 
with a 50% literacy rate) the campaign 
with their own, rather than the front's 
$ymbols. 

The chief minister, of course, views the 
situation differently from Wong. “I am 
caught in the middle," he said, “but what 
could I do when James Wong demanded 

ajem's expulsion from the cabinet?" In a 
b to the inability of Snap and 
ggie's new group to agree upon a seat- 
division formula, Taib asked: “Must the 
front accept as eternal a division of seats 
achieved in 1976?" Under National Front 
rules, each constituent party contests seats 
it won in the lastelection. But by-elections 
indicating reduced support for Snap have 
complicated this seat-sharing method. 

The absence of a seat-sharing formula 
between Snap and the Dayak party has 
given rise to numerous "independent" 
candidates who receive covert support 
from the parties in defiance of National 
Front leaders. This has confused the elec- 
toral picture still further. Each party jus- 
tifies this approach as a rearguard mea- 
sure to tie down party leaders in their con- 
stituencies. An employee and party 
member in Snap's headquarters, for in- 
stance, now challenges Taib as an inde- 
pendent. An unofficial PBB man may 
have a chance of victory in Wong's consti- 
tuency — dominated until now by the 
Snap president's timber business. Some 
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Taib: choosing a straight fight. 


constituencies are faced with four- or even 
six-cornered fights. 

The SUPP also has not escaped danger 
in the current election. What many obser- 
vers view as a tired leadership — the presi- 
dent and deputy president have both held 
government and party positions for more 
than 20 years — has led to vigorous entry 
by the Democratic Action Party (DAP). 
the peninsula-based opposition group. 
The DAP is contesting nine state seats 
here. SUPP leaders acknowledge the 
party's need of a facelift. 


he DAP. won two federal seats in 
Sarawak in the general election held in 
1982. One of its new MPs, Sim Kwang 
Yang, is contesting the seat of Padungan, 
which forms half his federal constituency, 
in a three-cornered fight with Snap and 
the SUPP. Of his two opponents, the SUPP 
candidate, Kuching Mayor Song Swee 
Guan, will be hard to defeat in this over- 
whelmingly Chinese urban seat. 
All seven DAP candidates are running 


in urban areas, a reflection of the party's 
almost exclusively Chinese appeal; apart 
from two Kuching seats, the party is field- 
ing candidates in Bintulu and in the Sibu 
area. The. Chinese are the largest single 
ethnic group in Sarawak's population of 
1.3 million. If various indigenous peoples 
are considered together as Dayaks, how- 
ever, they make up the largest group. 
comprising 46% of the population. 

The DAP approach — as in Peninsular 
Malaysia — concentrates on the perceived 
encroachment by the National Front on 
Chinese language and culture. The party 
also argues that Malaysian democracy 
needs an official opposition and mixes this 
appeal with expressed concern for the 
poor. Sim has made some effective 
speeches in the federal parliament assert- 
ing a comparative neglect of Sarawak in 
Kuala Lumpurs poverty programmes. 
Sim expects at least three DAP victories in 
the state elections. 

Because. the election falls during the 
rainy season, turnout may be low. Re- 
duced development spending and the split 
in Snap are offered by front officials as 
reasons for holding an election 10 months 
before it is required. But a less frequently 
cited motive is the chief minister's need to 
strengthen himself against and distance 
himself from the former chief minister and 
now the state governor, Tun Datuk 
Patinggi Abdul Rahman Ya kub. 

The governor's lingering influence in 
and out of government has created some 
problems for Taib. who is regarded as a 
technocrat keen to accelerate Sarawak's 
development. In part Taib is anxious to 
counter an increasing awareness among 
non-Malay bumiputras that they are not 
sharing the benefits of Sarawak's re- 
source-extractive development. 

Taib must also contend with sentiment 
in the PBB that he has been weak in deal- 
ing with Wong's demands. Some in the 
PBB want the party to become East 
Malaysia's Umno without delay. 
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By John McBeth 






Asean country to have new- generation, 
high-performance interceptors if its air 
force goes ahead with an expected order 








Dynamics 1,400 m.p.h. F16/A jet fighters. 
The Thais have yet to submit a formal 
request for a letter of offer and accept- 
ance, but the proposed purchase was the 
subject of discussions in Washington in 
the second week of December between 
Foreign Minister Siddhi Savetsila — him- 
self a retired air chief marshal — and Unit- 
ed States Assistant Secretary of Defence 
Richard Armitage. 

Doubts remain, however, whether the 
US is prepared to approve the sale of the 
F16/A — now in service with the US, Is- 
;raeli and Nato air forces — which has a 
. new F-100 engine that lowers fuel con- 
‘sumption and pushes the aircraft’s combat 
 air-patrol radius to 500 nautical miles. 
. Thai officials have made it clear they 
would prefer the F16/100 to the designat- 
ed export model fitted with a J79 engine 
similar to that used in Vietnam War-era | 
| F4 Phantom fighter bombers, though con- 
` taining a modified combustion chamber to 

Cut smoke emissions. 
Both models carry the same armament 
_and have the same general configuration, 
_ but the F16/79 has about half the range of 
the F16/100 in both air-patrol and ground- 
attack roles, is slightly heavier and pro- 
duces a maximum thrust (with afterburn- 
ers) of 18,000 Ib — about 7,000 Ib less than 

the F16/100. 
<- The Americans have told the Asean 
states that any request for F16/79s would 
be favourably considered, but officials say 

here.may be problems in approving the 
sale of the. F16/100, which costs about 
JS$5 million more each — US$25 million 
rather than US$20 million. The Thais are 

pected to argue that their country is a 
ont-line state and needs the improved 
model to match or have an edge on Soviet- 
built. Vietnamese interceptors into the 
1990s. They are also likely to point out 
' that Pakistan is currently taking delivery 








































been willing to sell them to South Korea. 
though he did not respond directly to 
ions | about. Mais oe favoured 






S d. any ned. 
forces in the region. 
Vietnamese d did in 














Bangkok: Thailand will become the first 


for up to two squadrons of General 


of 40 F16/100s and that Washington has | 








The air force wants to büy t the advanced US-made ! F 16/A 
i nterceptor, but Washington may not approve the sale 


and he linked that to the sharp increase in 
Soviet influence in Indochina. | 
Both Crowe and the secretary-general 
of the Thai National Security Council, 
sqdrn-Ldr Prasong Soonsiri, confirmed 
the presence for the first time at Vietnam's 
coastal Cam Ranh Bay base of a number 
of Tul6 Badger strike aircraft armed with 


Kingfish and Kelt stand-off air-to-surface: 


missiles. Ten of the twin-engined jets are 
now stationed at Cam Ranh Bay, and a 
proportion of them are equipped for sur- 
veillance. 

There are still no Soviet fighter aircraft 


in Indochina, and though the Vietnamese 


air force has 12 MiG21 interceptor squad- 
rons, Western intelligence sources cast 
doubts on reports that Hanoi took deliv- 
ery of more sophisticated MiG23 Floggers 
early this year. 

The Thai air force is in the market for a 
reported 16 F16s in a deal which could cost 
anywhere from US$320-500 million, de- 
pending on the model it purchases, spare 
parts, the type of electronics, and training 
for flight and ground maintenance staff. It 
is understood deliveries would begin in 
mid-1987 and be completed in 1989, 

The decision to opt for the General 
Dynamics aircraft marks a significant de- 
parture from Thailand's reliance up to 
now on Northrop's FS series, which is in 
service with all Asean air forces. The 
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١ In three years, the number 
| of Soviet ships based 

| in Vietnam has risen to 22 
Bangkok: Up to 22 Soviet warships are 
| now stationed at Vietnam’ s American- 





| according to Thai and Western security 


| threefold increase in the Soviet presence 
| since 1980. 

, Adm. William Crowe, commander- 
, in-chief of US forces in the Pacific, said 
| in Bangkok that Soviet units includeg 
| two to four submarines, four to six sur- 
| face vessels and 10-12 support ships in 


| | addition to Tu95 Bear and Tu16 Badger 
`, reconnaissance and 


u strike aircraft 
| operating from the adjacent Cam Ranh 


| | Bay air facility. ` | m 
| Only seven Soviet ships used the base. - füt 
| on a continual basis in 1980 and in a mid- | 
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, be looking for a suitable aircraft to use for 






| built Cam Ranh Bay on any given day, | 


| officials, who say it reflects more than a. | r 
- communications : | 
` gathering facilities at Cam Ra Bay, i 





F20 Tigershark, a new-gen r- 
ation US$12 million interceptor. 0 

Other competitors for the Thai contract: 
included Grumman, which was seeking to: 
sell refurbished McDonnell Douglas A4 
Skyhawks, Ling Temco Vought, which. 
was offering the more sophisticated: A7. 
Corsair ground-attack jéts, and Fairchild; 
which manufactures the A10, a fighter 
bomber designed specifically as a tank de~ 
stroyer. Thai evaluators are also known to 


. have had a look at the F9 Fantan, the twin- 


engined — Chinese-built fighter-bombe 3 
designed along the same lines: as th 3 
Soviet-made MiG19. ^i 

Knowledgeable sources say the Thais 
appear to be mainly interested in the F16- 
for its air-defence role, and there have 
been some suggestions that they may also - 






close ground support. They point out t 
the air force’s aging fleet of T28 and T. 
and other light ground-attack aircraft; 
such as the A37 Dragonflys and OV10 
Broncos, in its inventory are designed for 
simple counter-insurgency operations and 
are not equipped for. full-scale conven- 
tional warfare. 

The F5s have been used in a ground-at- 
tack role, however, and there are indica- 
tions the air force is trying to expand that 
dual-purpose capability by installing 30 
mm cannon pods under some of the air- 
craft. The multi-barrelled Gatling guns 
are similar to those on the AIO, and 
ordnance specialists now appear to have 
overcome the vibration problems encoun- 
tered during earlier tests with the FS. 


year briefing in 1982 US 7th Fleet offi- 
cials said that the number had risen to 10- 






15, including one submarine armed with | 
a Soviet version of a cruise missile, one : 
major and two minor surface warshi 
an oiler, a radio spy ship, a repair ship. 
stores vessel and a buoy tender. . ^ | 

The secretary-general of the Thai ` | 
National Security Council, Sqdn-Ldr | 
Prasong Soonsiri told Thai journalists 
that the submarines were now being ser- 
viced by five Soviet-built floating piers 

a floating dock had also been 

improve maintenance: 
ip of that, the Soviets ar 
0 have greatly impro 
and intelli 



























apparently to coordinate reconnaissance 


flights into the South China Sea. 


Crowe, who took up his post in July, 
said the recent developments rep- 
resented a significant increase in Mos- | 
cow's ability to project its power into the ` 
region. But he pronounced himself satis- _ 

ith the steps the US had taken to | 
gera ang | fayette asval am air n 
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c . The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 
. .. Discussed and analysed with intense 
ánterest all over the world, it is still only barely 
understood in the West. | 
_ Those who comprehend it best are those 
in leadership positions throughout the Asian 
region itself. 

- Buteven these powerful individuals 





developments taking place 
all around them. 

— How does a Chinese banker in Hong 
Kong get the measure of finance in South 
Korear 
—. How does a Malaysian politician assess 
— the activities of his counterpart in Thailand? 
Like thousands of others, they depend on 
i the. Review. 
|... The Far Eastern Economic Review is the 
. most important channel of information for 
_ Asia, about Asia. It is required reading for the 
. . elite in every nation of the Far East, because it 
is literally the only source of information they 
can rely on week after week. 

— ` As a result, the Review reaches the 
highest levels of business, financial and 
government life. Andi it hardiy touches anyone 






eu amaya" Talk to them through 
“the Review.” 


| 96% of Review subi are in business, the professions or government. 0 
61% of those i in business are presidents, chairmen or board directors. — 
E = .. .. . 8296 of those in government are in senior posts. ^^ 
= 68% of Review subscribers have SOR TOM E incomes over L 


below this exalted level. We believe you can't 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you | 
have no real alternative but to assess its q 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically | 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded x 
advertisers marketing quality products and — 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia's growth. 


[FAR CASTERNIN ECONOMIC. 
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y do they call 
dart ofthe 


Ç a Sf | 
Because theres a lot more 


Dutch culture than just you, 
Rembrandt? - ^ * 


— i ia Holland has more 
١ museums per square mile 
1607/77, Gano than any other country in the 
CONGO: world— 700 altogether. It has 
40,000 buildings registered 
as monuments. And Amsterdam alone offers more 
than 12,000 theatre, music and other kinds of 
performances per year. 

With KLM’s Heart of the Arts packages 
and the Holland Culture Card you can discover 
Holland’s culture easily and to the most advantage. 
This card gives you free entry to museums,discounts 
in top galleries, personal introduction to artists in 


RE — NDT 


their studios, advance theatre 
reservations and lots more. 
Ask your travel agent 
or KLM for the Holland Heart 
of the Arts brochure and find 
out about all the advantages 
and documentation that is part 
of this unique cultural program. 
Indeed, there is a lot 
more to Dutch culture than just 
Rembrandt’s paintings. 
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. REVIEW Peking correspondent David 
| Bonavia of the gift to China some years 
ago of a prize Australian stud bull which 
was expected to demonstrate its prowess 
"with Chinese cows and. so improve 
. China's cattle stock. But the Australian 
-stud showed no interest in the Chinese 
cows. and failed to perform his duties, 
. leading the Chinese to dub it “tuzi” — 
literally rabbit, but colloquially used to 
mean homosexual. 
> Now it seems the Australian Stock 
|. Breeding Association has wreaked an 
|- uncharacteristically oblique revenge for 

. this poofter insult by presenting China 
. With a horse. But — wait for it — they 

gave Peking a gelding. Perhaps the Aus- 
tralians were also hinting subtly that they 
would not allow their country to be rip- 
ped-off — as others have been — by 
hina: obtaining one-off samples of 
f technology, and then copying them. 

.€* ONE of Australia’s few quality 
newspapers, the Australian Financial 
Review, recently published a major fea- 
ture article by my old mate Peter Robin- 
son. (I had the pleasure of working with 
him for a month or so in Tokyo more 
than 20 years ago.) Unfortunately there 
was a hiccup in his coverage of Southeast 
Asian politics; the: Philippines’ "closest 
. neighbour to the west is Vietnam," he 
wrote. “The Suku [sic — should be Sulu] 
archipelago to the south is within visual 
distance of Sabah, soon to be indepen- 
dent and the sixth member of Asean.” 
There. may be those in Sabah who wish 
that were true; presumably Robinson 
meant Brunei. 
© BUT if Australian newspapers get 
Southeast Asia wrong, Southeast Asian 
papers get Europe wrong. The Jakarta 


Post on November 26 reported that. 
“West German Chancellor Helmut Kohl 


v and French President Francois Mitter- 
| rand held another round of talks Friday, 
. following the Soviet Union's announce- 
ment that it will station new missiles in 
Europe and the United States." 
|. Come to think of it, if Moscow de- 
| ployed its missiles in the US and Europe 
-and the Americans: and the Europeans 
| deployed their missiles in the Soviet 
Union, the risk of nuciear war would be 
minimal. 
| e FROM Manila, reader Alan Sycip 
Ë sends the instructions for using a device 
| for repelling mosquitoes, I have no idea 
. where the product was manufactured, 
| but the text is worth quoting in full: 


ULTRASONIC DEVICE KEEPING 
 MOSQUITOS AWAY FROM YOU 


` (instructions for use of highest efficiency) 


` * To be used within houses | 

.' ‘This is a situation different from that of 
| without houses. 

|... R is difficult for mosquitos which have 
b been within houses toflee away. At "m 








e A RECENT news item. reminded 








houses. 
* To be used without houses 
Please hang this device at your waist. 


Set the switch at “ON” position when within 


houses and then take it out with you. 


At a place full of mosquitos, it is better to 
expel mosquitos for a while so that most of 
them could fiy away. Then, use this device so 
that you can be wonderfully enjoyed for such 
a good time — keeping mosquitos away from 


you. 


please hang this device on your bird's cage 
and at entrance of dog Cage. Prior to hang- 
ing. please make certain that dog cage is really 
free of mosquitós. On hearing such sound 
(ultrasonic wave) animals will be astonished 
at beginning, hawever, after a little while, 
they will be accustomed. One battery of UM- 
3 is enough for use of one season so please use 
this device continually and you can have ef- 


ficacious services, 


The statement, expressed by those who are | 
still in use of this device, that after use of this 
device flys, ants, etc. have not been seen 
within houses can evidence the highest effi- 
ciency of tliis device. So you can place your 


confidence in this device from this moment. 


e SOME bitterness is being caused in 


Macau where 





Hongkong and 


Advisory Council 


at a congress on natural family planning, 


an approach which seems guaranteed to 
increase the number of births among the 
world's poor — and so increase the need 


for future Mothers Teresa. | 
The South China Morning Post re- 


ported that the council’s recent annual 


Heartiest Congratulations 








The Armed Forces 


s.‏ لباك ارس دوين 
ساسم علي 





ا 001 








| 





P mosquitos hear the dis ked souhd 
(ultrasonic wave) they keep away from this 
device so you can be wonderfully enjoyed — 
without mosquitos attacking you. However, 
the mosquios just keep themselves away from 
this device but are not killed. So, when time 
passes sometimes there is a chance to be at- | 
tacked by mosquitos, Therefore the most im- 
portant thing is to keep mosquitos always 
without your houses. It is suggested to hang 
this device at your doors, windows, and other 
exits to be opened and closed frequently to 
prevent mosquitos from entering into your 


Roman 
Catholic social workers are discouraging 
the inmates of refugee camps from using 
contraceptives -— with the result that the 
refugee population is growing. Last 
month the Hongkong Catholic Marriage 
welcomed Nobel 
Peace Prize winner, Mother Teresa of 
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Golden Jubilee today 
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general (ating had “reviewed the past x 
year’s achievements, including a full-day ` 
programme on Understanding One's 
Love Feelings and Heterosexual Rela- 
tions with inmates of Jubilee refugee 
camp." That might have been rather bet- 

ter worded. 1 
e RECENTLY my wife played a few 
piano pieces in a recital aimed at raisin 
money for the World Wildlife Fund. 7 
same day I was a guest speaker (the sub- 
| ject: 1997, of course!) at a certain 
women's club in Hongkong where à mis- 
print on the menu would certainly not 
have amused the organisers of the chare- 


ity concert: 
ROAST TURTLE x 


with traditional trimmings 
chestnut croquettes 
buttered brussei sprouts 
savoury stuffing 
cranberry sauce 
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IRANIAN مسومب جوع دلو عو‎ MR AAAS TONER vis 


CHRISTMAS PUDDING 
with brandy butter sauce 


ewaran: 


e THE British postal onne ل‎ 
brought out a seasonal lop. (23 US 
cents) stamp of unusual i — the 
three wise men, for some reason, have 


become chimneys. Ominously for 1984, : [- 


it looks as if the cat is going to have the 
dove of peace for Christmas lunch. 

And word has reached me via. new 
REVIEW staffer Michael Malik that the 
new £1 coin has been dubbed a "Maggie" 
— because it is thick, brassy and thinks 
it's à sovereign. 


@ PATRIOTISM 
can take many — 
sometimes untor- 
tunate — forms, A 
few months ago 
the Malaysian arm- 
ed forces cele- 
brated their golden 
die which was 
properly the sub- 
ject for c congratu- 
tations from many 
sources. But one ad 
m the Malaysian 
press struck asome 


| what macabre note, 
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London: H is 
strange, the La- 
bour Party's de- 


puty foreign affairs 
—— spokesman George 
BW Robertson told the 
House of Commons 

in November, "that amid the total secrecy 
of the talks on Hongkong, the vast amount 
of words that are being uttered about the 
positions, possibilities, costs, risks and 
. eventualities, everyone seems to be hav- 
ing a say on that great issue except the 
: British Parliament." 
.. He noted that "the ultimate decision on 
-Hongkong will have to be taken here in 
this parliament" — in the sense that MPs 
will be required to approve the handing 
© over of the sovereignty of Hongkong Is- 
. land to China, a move to which there is no 
discernible opposition in British politics, 
even among those who adopt a strictly 
legalistic approach to the treaties ceding 
. Hengkong and Kowloon and those cover- 
ing the lease of the considerably larger 
mainland New Territories until 1997. In 
an attempt to ascertain parliament's re- 
sponsibility in any change of status for 
Hongkong, Robertson recently asked the 
library at Westminster to research prece- 
dents. The move is an indication both of 
. parliament's unpreparedness for tackling 
the Hongkong issue, and of the awakening 
of interest here. 
Parliament's muteness on the subject is 
part of a long tradition, for it has rarely 
given any attention to Hongkong. When 
Prime Minister Margaret Thatcher called 




































Peking in. September 1982, she became 
the first British prime minister to visit the 


al d uoc | prd in the media. Its 















Š uttings in the et GO 
Office in London is three times as thick as 
his time last year, and the number of in- 
üiries handled by its information depart- 
ent is running at close to 200 a month, 
ipared with the 60-150 a month at the 






ds on expenses-paid ١ 


isits to Hong- 
kong, v which remains at i vear. 















there after initiating the current talks with ` 


territory in its 140 years of colonial his- 
The visit put Hongkong on the politi- ` 


inning of the year. The office has not. 
increased the number of journalists. it. 


There is little diacusaion of the territory’ s future iı in nthe 7 
British Parliament, though interest is gradually EU 











ever, many more publications and broad- 
casting networks are paving their own way 
there: Hongkong is now a "story" rather 
than merely a perk for the travel editor. 
So the public gradually is becoming 
aware of a Hongkong ` problem" even if 
few really care about it or understand the 
issues involved. 

There has also been an increase in the 
requests for information tabled at ques- 
tion time in parliament, but the Thatcher 
government consistently refuses to go 
bevond the formula of words agreed with 
Peking at the end of each session of talks. 
This block on debate is not seriously chal- 
lenged, since the opposition parties agree 
with the decision that the talks should be 
conducted in secret. However, Robertson 
expresses the view that “we should discuss 
Hongkong more” and feels it is one of the 
issues that may dominate 1984, but he 
faces the problem of having little to say. In 
an interview he commented: "We are al- 
most impotent because we don't know 
what's going on, so it is useless to raise the 
issue. 


he government has further neutralised 

debate by advising its supporters that 
raising the issue would be unhelpful. Sir 
Peter Blaker, Conservative chairman of 
the all-party Anglo-Hongkong parliamen- 
tary group, observed: "Hongkong hasn't 
been a subject of debate in parliament, 
Pm glad to say.” But government at- 
temptsto keepa low parliamentary profile 
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| important because there are distinct signs: 


Adley, a Conservative and an adept: 
publicist, has made some ripples. He ar- 
gues that MPs need to discuss the issue 
and to be better informed, or they will be 
surprised when the details of an agree- 
ment are finally unveiled. For that reason 
he initiated a brief late-night debate on 
Hongkong in October — the only debate 
on Hongkong in 1983, though the subject 
got several mentions in an earlier debate 
on Britain's s remaining 12 dependent ter- 
ritories. (The extensive media coverage in 
Hongkong of such exchanges inflates their 
significance and impact, which in British 
domestic political terms is virtually zero.) 
Adley also stands apart from the Conser- 
vative line in his criticism of Hongkong's 
rudimentary political institutions. This is- 






that British political debate on Ho 
kong’s future will not centre on the teri 
of the agreement worked out by Peking 
and London, but on how the British Gov- 
ernment intends to fulfil its promise that 
the terms are acceptable to the people: of 
Hongkong. 

Although the government has success- 
fully pre-empted debate on Hongkong for 
the duration of the talks — after which it 
will no doubt defend the terms as the best 
available — it may ultimately find *accep- 
tability" at least as troublesome a concept 
as "commitment," and this may give the 
opposition something to bite on. 

On December 7, Conservative MP Hal 
Miller asked whether consideration had 
been given to the form of test whereby any 
agreement reached should be considerede 
acceptable to the people of Hongkong. 
Foreign Secretary Sir Geoffrey Howe 
ducked the issue by replying: “The objec- 





It's all in the 
woven TT 





An opinion poll reveals how 
the public sees the Hongkong 
situation — or does it? 


London: What do 
the British people 
think about the fu- 
ture of Hongkong 
| —— if anything? A 
rare attempt to dis- 

! ® cover public at 
Mrudes to the Hongkong question was 
made in a public opinion poll commis- 
sioned by the weekly New Society 
magazine. A significant 60% of those poll- 
ed considered that the people of Hong- 
kong should be allowed to choose their 


own future, compared with 24% who 








thought “we should do everything to hang 


on to Hongkong” and 1296 who favours 5 
returning itto China. | b 
Noting that the finding showed that the 
principle of self-determination which: had. 
underpinned the growth of the Common- 

wealth was still very dear to the British, 






| Richard Bourne, deputy director of the 


| 


Commonwealth . Institute, commented: 
“There is a potential problem here for the 
government in its. un ESOS r 







But experts t on in polls point out that the 
response partly reflected the phrasing of 
the question, which was: “Hongkong is 
Britain’s largest remaining colony and 
China is seeking its return.” The wording. 
contains no indication of the com plexity of- 
the Hongkong situation or of the reality 
that independence is not considered an 
option by any of the. principals involved. 
The response, “therefore, was clearly i 
large part an answer to a question ‘many of ` 
the. réspondents may never have previ- 
ously considered or Aon: anything: 
about $ x š 
i 














tive is to keep in close touch 
with the view of the people 
of Hongkong.” To a supple- 
mentary question he said 
that district boards “are one 
set of institutions through 
which we are trying to main- 
tain contact with the opin- 
ion of the people of Hong- 
kong. There are many other 
means.” 

This may not be enough 
for many Labour MPs, sev- 
eral of whom have been 
consistent critics of Hong- 
kong’s lack of democracy. 
A few Conservatives, such 
as Adley, are also con- 
cerned about this point. The 
British colonial appoint- 
ment system of officials 
must be replaced gradually 
by a democratic selection 
system of local representa- 
tives of the Hongkong population, they 

el. If there is little reaction from people 

Hongkong when the details of an agree- 

ent are announced, Thatcher and Howe 
will easily fend off criticisms by pointing 
out that the people most concerned do not 
oppose the terms. 

Only raised voices in Hongkong, they 
believe, will provoke an echo in parlia- 
ment — or a major lobbying campaign. As 
well as stressing that Hongkong is a par- 
liamentary rather than a public issue, all 
the- MPs interviewed recently noted the 
absence of lobbying by interest groups 
from Hongkong. In general political 
terms, “Hongkong counts for nothing," 
said Robertson. “Only if there is an inun- 
dation of lobbying will the British Parlia- 
ment get excited." 

When parliament was presented with 
legislation two years ago to authorise a 
purely formal change in the Canadian 
Constitution, members were inundated 





ether Hongkong citizens should be 
iven the right to settle in Britain if there 
were troubles in the colony, may be less 
positive than is suggested by Bourne's 
comment that “. . . Conservative govern- 
ments, in spite of a tough line on immigra- 
tion in general, have periodically made ex- 
ceptions, whether for East African Asians 
or Vietnamese boat-people. In the un- 
likely event of a panic, it looks as though 
there could be support for another excep- 
tion." 

Perhaps — but probably not if the pub- 
lic realised the potential numbers in- 
volved. Racism in Britain tends to be 
stronger against people of African descent 
than those of Asian origin, but the key fac- 
tor in such an eventuality would be the 
government's determination not „to be 
outflanked by its strongly anti-immigra- 
tion rightwing rather than the existence 
of a sizable tolerant section of public opin- 
ion — counteracted, in any case, by the 
45% of those polled who opposed the 
right to settle. — DANIEL NELSON 


b. replied in the affirmative when asked 
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Thatcher in China: a ‘misfire.’ 
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with letters and callers and constantly but- 
ton-holed by organisations pressing for a 
*no" vote. Nothing comparable has occur- 
red over the very much more real issue of 
Hongkong. The 100,000-strong Hong- 
kong community in Britain has been large- 
ly silent. There is concern among the 
12,000 Hongkong students here, but they 
have not made their presence felt apart 
from a letter to the prime minister from 
three student bodies in Hongkong and the 
UK Federation of Hongkong Students. 


“1997 action group" was formed two 

years ago, dedicated to "free demo- 
cratic self-government,” but it has never 
mustered more than a handful of active 
members. “Now that China has an- 
nounced publicly that she will allow Hong- 
kong to be run democratically," says a 
pamphlet explaining the group's aims, “it 
is up to us to demand from the British our 
birthright. Hongkong demands changes 
— self-government and free elections — 
this is a minimum requirement which we 
deserve." 

The group's former chairman, S. T. 
Chow, a restaurant owner whois currently 
visiting Hongkong said: “China wants to 
make it a truly democratic autonomous 
state because that would help them get 
Taiwan." He even refers to the possibility 
of independence, though points out this 
would be unnecessary if China continues 
to liberalise and grow economically. 
Chow says the group approached several 
MPs. They received little interest from 
Conservatives and a sympathetic hearing 
from Labour members. “But they can't do 
anything. We feel frustrated, bitter. Why 
can't we have a democratically elected 
government? China is just an excuse," he 
said. 

The Hongkong Research Group used to 
keep up a barrage of reports, articles, in- 
formation and briefings. The virulently 
anti-administration stance of its guiding 
spirit, ex-Hongkong policeman Walter 
Easey, provided a useful counterpoint to 
the blandishments of the Hongkong Gov- 
ernment Office, which regarded him as 
Public Enemy No. 1. 


The group, however, was 
essentially a one-man-and- 
a-typewriter operation and 
when Easey dropped out a 
year ago it sank from public 
view. He returned to print 
with a typically outspoken 
article in the December 
issue of the British left- 
wing magazine Marxism 
Today, in which he describ- 
ed Britain's main aim in the 
talks as keeping out as many 
as possible of Hongkong s 3 
million "British" citizens. 
"There are too many of 
them and they are the 
wrong. colour. Not to put 
too fine a point on it, this is 
an act of grotesque and un- 
forgivable racist cynicism 
..« he said. 

Such sallies are now no 
more than a sideline for 
Easey, though he was approached by the 
Catholic Institute for International Rela- 
tions recently, when that organisation was 
considering mounting a lobby at West- 
minster on behalf of workers and commu- 
nity organisations in Hongkong. Such op- 
erations face the same problem as sym- 
pathetic MPs: to be credible, they must be 
seen to be speaking in support of Hong- 
kong groups rather than simply on their 
behalf. 

There is another difficulty, as explained 
by an activist in another socially oriented 
international organisation: "The clock is 
at a quarter to midnight. How do you start 
lobbying now, at this late stage? An or- 
ganisation like ours could do a lot of dam- 
age by saying the wrong things to the 
wrong people. But there is a lot of educa- 
tion to be done: MPs do not understand 
the community groups in Hongkong. 
They enjoy the dazzle of Hongkong but 
they don't find out about thé other end." 

There is a belief among some MPs, 
especially those on the Left, that the 
British Government would happily trade 
off the potentially embarrassing problem 
of Hongkong for a good slice of the action 
in China’s development programme. No 
statements can change that belief, and 
every trade exchange between London 
and Peking seems to feed it. 

Certainly, there is a view in the Depart- 
ment of Trade and Industry that Britain 
has not done as well as it could realistically 
expect in the award of contracts in recent 
years, and a strong hope that British com- 
panies will benefit from the expansion of 
China’s oil, gas, coal and electricity indus- 
tries. 

Such trade diplomacy cannot be dis- 
missed as crudely unlikely: in 1980 the 
then trade secretary, John Nott, warned; 
“If Hongkong [people] want Britain to 
fight for them around the world, they have 
just got to take more of our goods.” To 
admit that Britain has much to gain from 
cooperating with China is not the same as 
saying that any deal will be a sell-out. But 
it is a factor, as is the West's desire to 
maintain a friendly relationship for inter- 
national geopolitical reasons. To fears of a 
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| Notwithstanding the aliie of. the 
U argest potential market in the world, Bri- 
'tain's trade with Hongkong far outstrips 
trade with the mainland. Exports to 
Hongkong in the first nine months of this 












‘same period of 1982, while exports to 






lion in 1982). Britain's imports from 






£934 million (£659 million in 1982) while 
imports from China were £170 million 
(£150 million in 1982). 

In addition, those trading with and in 
Hongkong have two powerful lobbies in 
‘London — the Hongkong Government 
Office and the Hongkong Association. 
They represent the administrative and 
business establishment and together they 
warf the combined activities of all the 
other groups interested in Hongkong. 
^^ "The Hongkong Government Office is 
‘the most efficient lobbying machine I’ve 
ever seen,” said a Catholic Institute 
^; worker. “You only need a tiny mention, 
.. perhaps a brief letter in a newspaper, to 
get an invitation to coffee and a chat." The 
-Office sends about six MPs to Hongkong 
'every year, which encourages an interest 
in the territory. The commissioner, Sir 
Jack Cater, lives within a few hundred 





















































UNITED NATIONS 


3y Ted Morello 


New York: With no one openly dissent- 
, 106 of the United Nations’ 158 
mber delegations came out four-square 
nst vice when they voted on a resolu- 
On co-sponsored by Malaysia and Pakis- 
tan to “combat” — though not "suppress" 
prostitution worldwide. 
Morocco's delegate evoked protest 
from among the 28 abstainers when he 
called for a recorded vote *to see whois in 
favour of prostitution." The other 24 dele- 
gations were not present. In challenging 
Morocco's interpretation of their absten- 
ons, the representatives of Canada, Bel- 
m and the Netherlands cited legal and 
ural reasons for differing with the 
lajority. The votes, they said, did not 
ply support for the world's oldest pro- 


The debate stemmed iom Iran’s intro- 
duction in the general assembly’s social 
committee of a draft resolution co-spon- 
ored by Malaysia, Pakistan, Kuwait, 
ibya, Sudan and Turkey — all Muslim 





year totalled £583 million (US$834 mil- | 
lion), compared with £562 million in the 


China amounted to £130 million (£66 mil- 


longkong in the same period totalled | 


: | l e ° 
The moral majority 
A varied group of countries votes to fight prostitution, 
and abstainers come under fire for ‘supporting’ vice 


young people of both 


countries. It was the first time the prostitu- | cade. 


parties. 


A: a result of all this activity, there is 


now a sizable body of members who 


lookout for rising stars or MPs likely to 


have a say on Hongkong issues: it hopes to | 


get Robertson there soon, for example. 


The office's trips and briefings have the | 
effect of creating a consensus view of 


Hongkong, a merging of traditional Con- 
servative attitude based on admiration for 
Hongkong's free enterprise system and of 
Labour attitudes marked by concern for 
social and political problems." 

This explains partly why the future of 
Hongkong has not been a subject of disag- 
reement across the floor of the house. 
Another explanation is that a radical re- 
form policy for Hongkong which was 
drafted last year by the Labour Party sub- 
committee on Asia was referred back "for 
further consideration" — in a word, re- 
jected — so the party has no framework 
on which to base its criticisms of govern- 
ment moves on Hongkong. 

The government is also preparing the 
ground.for an agreement with China by 
airing the issue at meetings of its 
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tion issue had been officially inscribed and 
fully debated in the UN. 

The seven-nation text originally called 
on UN members to "take all appropriate 
measures, including legislation, to sup- 
press prostitution, exploitation of the 
prostitution of others and all forms of traf- 
fic in persons." It also urged UN agencies 
to propose measures of suppression. 

The draft linked the crusade to another 
committee agenda item: the UN Decade 
for Women, which ends in 1985. But after 
some Western delegations protested that 
to "suppress" implied coercion and vio- 
lence, the word was changed to “combat,” 
and "suppression" was softened to “pre- 
vention.” The linkage to women's rights 
drew complaints from the Ethiopian and 
Costa Rican delegates, who observed that 
prostitution also affects men and that 
sexes were 
exploited. The sponsors agreed to a non- 
sexist approach to the problem by drop- 
ping the reference to the Women’s De- 


2 : ing Loreen 
affairs bricüne: MPs have also been told - 





Commons, covering about 30 MPs: of ES 


.of women. lraq's 


to support the resolution. Warring Iran- : 





| among those who were absent: 
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that they can obtain a private briefing - 
from the Foreign Office. All the signs are 
that Robertson's forecast that Hongkong 


` will.be a major issue next year will not 
| come true — unless there is a breakdown ` 
have visited Hongkong (more. than 40 in | 

1983 alone) or who have some knowledge - 
| of the territory. The office if always on the 


ofthe talks or serious unrest in Hongkong. 


., Mrs Thatcher can rely on her large major- 
| ity to ride over any lesser eventualities. 


. Some MPs may take seriously the often- 
stated but never defined “commitment” to 
the people of Hongkong. But it is cir- 
cumscribed by two political realities. 
First, in Robertson's words, ^people must 


.take into account that the Chinese are 


going to. get it bàck anyway" (a feeling 
reinforced in Labour's case by an underly- 
ing anti-colonial sentiment). Secondly, it 
does not extend to offering refuge in Bri- 
tain to large numbers of Hongkong people 
should they vote with their feet against a. 
deal with China. 
Because of these constraints, commit ; 
ment is vague. "Parliament would baulk at 
not preserving the traditional way of life of - 
Hongkong." said Blaker. But it is not 
clear exactly what compromises parlia- 
ment would find unacceptable. “It’s un- 
realistic to say that Britain can retain 
sovereignty after 1997. After that, when I 
am asked about the administration, I 
don't like to be specific," he said. Nor 
does anyone else here. 









As amended, the paragraph says that 
prostitution and the accompanying evils of 
the traffic in persons for prostitution pur- 
poses are incompatible. with the "dignity e 
and worth" of human beings and endanger: 
the welfare of the individual, the family 
and the community. 

Speaking for the seven co-sponsors, 
Iran's delegate said the original text had 
been submitted "out of a belief in the 
tegrity of women" and the conviction tl 
prostitution was a tool for the exploitation 
representative added 
that the fact that all of the sponsors were 
Islamic countries demonstrated that Islam 

"respects the dignity of women" and pro- 
hibits all forms of prostitution. | 

The majority ` put . aside ` political, 
ideological and even military differences. 








and Iraq voted on the same side, as did Af- 


 ghanistan and Pakistan, C hina and the 


Soviet Union, Prince Norodom Sihanouk’ 5 


Democratic Kampuchea, its five Asean 


allies, and their Indochina rivals Vietnam 
and Laos. 

Others who voted for the uS 
were Bangladesh, Bhutan, Burma, Fiji, 
India, Japan, Maldives, Mongolia, Nepal, 
Papua New Guinea and Sri Lanka. 
Among Asian-Pacific countries; oa 
Australia and New Zealand abstained. 
Three Pacific nations — Western Samoa, 
Vanuatu and the Solomon Islands — — were 
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^ Kabul: Four years after 
| 80,000 Soviet troops 
began pouring into Af- 
ghanistan to deal with 
what the late Soviet presi- 
dent Leonid Brezhnev 
then called a "well-ad- 
vanced plot by external forces of reaction" 
to overthrow communist rule, the Soviets 
"Seem no closer to establishing stability in 
the country — either on the battlefield or 
in the political arena. 
-. Moscow's expectation that its military 
intervention to install and support the re- 
gime of Babrak Karmal, leader of the 
minority Parcham, or flag, faction of the 
-People’s Democratic Party of Afghanistan 
(PDPA), would remain limited in time, 
purpose and scale, has turned out to have 
been a gross miscalculation. Soviet troop 
strength, far from being gradually reduced 
Over the years, has grown to many more 
than 100,000, but anti-government rebels 
still are able to inflict selective damage on 
|» government and Soviet forces. 
— All indications point to an even worse 
battlefield situation in the Pakhtia-Pak- 
tika region, which borders the tribal areas 
of Pakistan. The intensity and scale of in- 
surgent activity in Pakhtia is likely to 
lower. correspondingly the tolerance 
threshold of the Soviets, and the Soviet 

reaction in the area may be calculated to 
‘limit damage to its military forces by 
Í avoiding direct participation in operations 
















sources here believe that ‘the Soviets will 
. not allow the situation to get out of control 
to the point where their basic aims are 
threatened — even if maintaining control 
equires greater military involvement. 








r Shah Mohammad Dost told the 






ible increase in the flow of weapons and. 
funds to the i insurgents: since the stalemate 
n the indirect talks in Geneva on Af- 
hanistan under the auspices of United 
Nations Secretary-General Javier Perez 
e Cuellar (REVIEW, July 7). Soviet arms 
tured in Lebanon are said to be poring 
fghanistan. ' 
ul alleges that frontier scouts of the 
ini Army and other paramilitary 
ini units have become increasingly 
aiding and even participating in 
urgency in Nangahar and Pakhtia 
e past two months. Kabul also 
at the insurgent forces in Pakhtia 
nd Paktika are operating from bases in 
'akistan. Whatever the worries of Kabul 























in the region. However, well-informed | 


Inan interview, Afghan Foreign Minis- - 


EVIEW that there has-been a consider- 


n these counts, the insurgents still com- | 
y: n of a Shore of. E — espe- | am 











cially of those necessary to combat Soviet 
hehcopter gunships and fighter-bombers. 
Speaking of the prospects of a political 
settlement, Dost said: "The problem to be 
settled is not in but around Afghanistan. 


‘Both Afghanistan and Pakistan have iden- 


tified points of agreement and divergence 
at Geneva. It is possible to find a solution, 
but we have to wait and see how far Pakis- 
tan will allow the US to affect its posi- 
tion.” | 

Dost emphasised that Afghanistan 
"does not seek recognition from the mili- 
tary regime in Pakistan." He said: "We 
want only talks. Countries not recognising 
each other have talked and concluded 
agreements, like the US and China did in 
Vietnam." 

The PDPA s political apparatus in the 
critical Pakhtia-Paktika area has suffered 
serious damage due to an intra-party 
struggle for power between the Parcham 
faction and the Khalq, or masses, group, 
which was led by Hafizullah Amin, presi- 
dent for three months before being ousted 
by Karmal. The struggle, which for the 
moment is being won by the Parchamites, 
involves rival tribal and political loyalties 
as well as the usual personality clashes. 

The party infrastrücture in the area also 
stands paralysed because large numbers of 


iets deeper in the morass 


 gime's struggl 
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party cadres belonging to the Khalq group 
have deserted their police and army 
duties. Some of them have defected to the 
insurgents, while a larger number have 
simply dissociated themselves from the re- 
e In the region. The impor- 
tance the regime attaches to the situation 
is evident from the fact that politburo 
member Suleiman Laiq has been ap- 
pointed to coordinate counter-insurgency 
measures in the area, with full powers 
over police, military and political cadres; 





he major worry of the Soviets an 

state of the PDPA at the national level. 
A PDPA spokesman said the principal 
task is to work for the “consolidation of 
the party, state apparatus and the armed 
forces." The "lack of harmony and signs of 
unreasonable and baseless distrust and 
non-cooperation in party ranks" is con- 
ceded, a high government source said. The 
I2th plenum of the PDPA was bluntly toid 
by Karmal: “The creation, construction 
and growth of local organs of state power 
clearly do not cope with the needs of life 
and the situation . . . [therefore] the ques- 
tion of strengthening party leadership and 
raising the combat ability of the armed 


forces, police and Khad [the Afghan intel- 


ligence service] in the struggle against 





A guerilla leader tries to 


forge a national force 


B » rome y Fullerton 


ws r docs 


ley, northeast of Kabul, 
à and Soviet occupation 
forces were met with scepticism and in 
some cases sheer disbelief early this year. 
The Panjsher is a steep valley which 
threatens the arterial road link between 





the Soviet Union and Kabul and is within |. 
striking distance of both the capital and 


the Soviet's main airbase at Bagram. It has 
been the target of six major Soviet offen- 


sives since the invasion in 1979 and had be- . 


come for many a symbol of the resistance. 

There are three interpretations of Mas- 
soud's truce. The first is that the 30-year- 
old insurgent leader has effectively gone 


over to the Soviets after the intensive bat- 
tering of his stronghold. The second is th 






| led by Ahmad Shah, Mas- 
soud in the Panjsher Vale 


al | diverse and self- “limiting. But the ceasefire 





he has allowed his concern for his people 
to cloud his military judgment — that the : 
temptation to buy time would prove to be 
the thin end of the wedge, reminiscent of - 
rightwing Chetnik partisans’ collabora- ` 
tion with the Nazis in wartime ‘Yugoslavia. 
and their eventual subjugation by the Ger- - 
man invaders. | 

But it is the third assessment which: kas 





gained dominance as more details have 


emerged in the course of the year. Mas- 
soud has not merely secured himself a safe © 
base in the valley from which to re-deploy - 
his forces for operations further afield in 
northern Afghanistan, but he has also 
managed to lay the groundwork for a true 
guerilla struggle which is indigenous and 
selt-reliant. 

To date the resistance in Afghanistan 
has consisted of localised actions by indi- 
vidual commanders — by its very nature |. 












counter-revolution have been the centre 
of the attention of the PDPA . . . Sound 
and rational relations of cooperation and 
combat action should be created between 


these organisations and the military units. 


of the patriots which have been newly 
created.” 

Since political power is vested in Af- 
ghanistan’s tribal leaders, the Karmal re- 
gime is going all out to reconcile the tribes 
and feudal elites. TV programmes open 
with recitations from the Koran. All offi- 
cial and party functions also start with 
prayers. 


In late November Karmal mobilised an- 


impressive array of political leaders under 
the banner of the National Fatherland 
Front, first organised in 1981. It was an as- 
sembly of former ministers who had 
served under King Zahir Shah until the 
monarchy was abolished in 1973, retired 
enerals, former members of the coun- 
P National Assembly as well as tribal 
d minority leaders. Karmal addressed 
the assembly as "national patriotic per- 
sonalities of prideful Afghanistan" and 
told them: “PDPA members are your 
younger brothers and sons . . . we have no 
unbearable and unacceptable demands on 
you." He asked the assembly to recom- 
mend the composition of local committees 
in which wide powers would be vested. 
The tribes never commit themselves to 
either side. They act independently in pur- 
suit of their interests, depending on how 
the situation develops. The participation 
of the various tribal leaders in the frequent 
Jirgas, or tribal meetings, organised by the 
regime does not necessarily reflect their 
tal :اشاس‎ e RC ermita to the government. 


far ares Mast dit opcris ia 1 Tue Mad fee dcr given Massoud the opportunity to 
break out of the mould. He has begun by 
structuring relationships with like-minded 
resistance figures such as: 

^Zabiullah, a former teacher, who is 
‘vased near Mazar-i-Sharif. One Western 
academic, whose studies and visits to Af- 
ghanistan have made him an authority on 
the country, expressed the view this year 
that most Mujahideen, or Islamic war- 
riors, in four northern Afghan provinces 
look to Zabiullah for a lead. In Sep- 
tember, Zabiullah was in the Panjsher. 
> Ismail Khan, a former army officer, 
now a guerilla commander, who has ex- 
tended his command beyond his home 
province of Herat to include Badghis and 
Ghour provinces. 
> Syed Mansoor, son of Syed-i-Qayan 
and the leader of the Ismaili sect of Af- 
ghanistan based in Doshi, who has follow- 
ers in Badakhshan province. His followers 
had been paid by the authorities as a pro- 
Kabul militia force but Mansoor has now 
come to terms with Massoud. 

Even the radical forces of the Hezb-i-Is- 
lami, which are backed by Pakistan, have 
in some cases shown a willingness to join 
the plan for coordinated resistance. 
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Karmal: mobilising the tribes. 





There has been a lot of talk in recent 
months about the prospects of Zahir Shah 
returning to the country from exile in 
Rome. If he does, and becomes a rallying 
point of Afghan nationalism, it may augur 
well for Afghanistan because then even 
the PDPA might agree to compete only as 
one of the several important components 
of the political scene. If, however, he 
emerges as the titular head of a grand al- 
lance of the fundamentalist groups 
operating from Pakistan with US backing 
and Saudi patronage, the Soviets will try 
to frustrate the attempt at any cost. 

The PDPA may not amount to much as 
an effective political factor by itself, but it 
does draw sustenance from a considerable 
number of members of the educated and 


The response of one Pakhtoon, the tri- 
bal people of southeast Afghanistan who 
traditionally ruled the country, who had 
been approached by Massoud was: “Mas- 
soud is good for the northern Tajiks 
[tribespeople], but you must realise Pakh- 
toons will never work under Massoud. But 
if we can hold a jirga [assembly] and keep 
to our own Ways we may be able to elect a 
representative to cooperate with him.” 
That is all Massoud is asking. 

The network of contacts and the inter- 
change of ideas, resources and manpower 
may well be the most significant develop- 
ment for me guerillas — and Soviet occu- 
pé mber 27 in- 

vasion fout years ago. de um the most 
important element is the self-sustaining 
nature of the movement in the north. 

The Soviets hoped to buy off the Pan- 
sheris by offering them a kind of non- 
aggression pact so that occupation forces 
could more usefully be deployed else- 
where. Instead they seem to have opened 
a Pandora's box of opposition, stretching 
right across the country and one which no 
amount of negotiation with neighbouring 
states will close. The real guerilla war 
could be just Eur rcc rM br a u 
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business elite who do not share the religi- 
ous famaticism of the fundamentalist 
groups. Education and exposure to mod- 
ern influences among this class is not in- 
substantial. The process of modernisation 
during the past 20 years has created a class 
which opposes the fundamentalists be- 
coming the sole arbiters of Afghanistan's 
destiny. 

The Soviets have by and large been suc- 
cessful in containing the insurgency in the 
north and northeast of the country. The 
fact that Mazar-i-Sharif and Badakhshan 
are comparatively quiet will help the 
Soviets deal with intensifying insurgent 
activity in the southeast and southwest. 
The morale of the insurgents may be af- 
fected if they are not able to meet the 
threat of Soviet aircraft. If they are able to 
gain access to the equipment for which 
they are so desperately calling, it is 
axiomatic that the Soviet response will be 
commensurate to the resulting battlefield 
situation. 





he equipment used by the Soviet air 

force in Afghanistan is rather unsophis- 
ticated, comprising MI24 helicopters and 
MiG21 fighter aircraft. There are no 
sophisticated avionics needing extensive 
ground control support. Everything is 
manually operated by flight crews. Even 
so, the reaction time of fighters and 
helicopter gunships has been considerably 
improved. They normally attack only 
known strongholds or large insurgent for- 
mations on the move. 

The Afghan army had about 60,000 
troops in 1978. This figure came down to 
around 20,000 in 1980 due to combat 
casualties and desertions. Since 1981, the 
Afghan authorities have been making sus- 
tained efforts to reverse the trend, and at 
the moment they claim that the army is al- 
most back to its normal strength. But they 
do not specify numbers. The success is 
claimed to have been achieved by increas- 
ing the period of conscription, to three 
years and the pay massively from AFs 150 
(US$2.60) to AFs 3,000 per month. 

The authorities claim that training of 
Afghan troops has been streamlined, with 
adequately equipped modern training 
schools and regular exercises. Large num- 
bers of officers and troops requiring spe- 
cialised training — such as for paratroop, 
signals and armoured units —.are being 
sent in increasing numbers to the Soviet 
Union. 

Kabul also claims to have brought about 
a sharp decline in the rate of desertions 
through political-orientation program- 
mes. A separate political-affairs depart- 
ment has been set up under the Ministry of 
Defence, and its functionaries are as- 
signed to various units on the Soviet 
model. 

The performance of the Afghan army 
vis-à-vis the insurgents has recently im- 
proved Kabul claims. The authorities say 
that despite insurgent pressure on Kabul, 
the situation hardly ever got out of control 
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during the winter of 1982-83. The regime’s 
opponents, however, point to major ef- 
forts mounted by the insurgents during 


February 1983, in the course of which they. 


had a clear edge over government forces. 
The Soviets are aware that the principal 
thrust of US policy towards Afghanistan is 
to keep them engaged here without itself 
getting involved in the conflict. The Soviet 
response is a policy of limited engage- 
ment, which has kept Soviet casualties 
to an estimated 1,200-1,500 annually. 
The Soviet military policy is to control 
only those areas of military and political 
importance. These include big cities such 
as Kabul, Jalalabad, Mazar-i-Sharif, 
Herat and Kandahar. In addition, the 
Soviet effort is to keep open roads which 
are of economic and military significance. 
Adequate security is also provided for im- 
portant defence and government installa- 
tions, including local government offices. 


Two major battles were fought between. 


the government and the insurgents in 
1983. The first was in Kandahar last 
spring when the Soviets had to move in 
troops after intensive aerial bombing. For 
about six weeks the situation appeared 
quite serious, but eventually the Soviets 
got the better of it. However, they still 
have to airlift their supplies into the area 
because the road is not safe. 

The second major battle was in the 
Panjsher Valley where after a long fight 


with a formidable force led by a charisma- 


tic 30-year-old insurgent leader, Ahmad 


mo 


Termez 


Shah Massoud, the two sides concluded a 
truce. Panjsher is a strategic location for 
tackling insurgency in the north. It domi- 
nates the critical Salang Pass, through 
which most Soviet supplies have to move. 
Massoud's supporters blame insurgent 
groups in Pakistan for having let them 
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down by failing to 
keep up supplies of 
arms and ammuni- 
tion. The Soviets 
supported their 

. < gi ground operations 
ES 4 . ÎÎ with intensive aerial 

- bombing. 

One source said 
the entire educa- 
tional system of Af- 
ghanistan has suf- 
fered serious dis- 
ruption as a result 
of insurgent ac- 
tivities. Some 1,800 
school buildings all 
over the country are 
reported to have 
suffered serious 
damage, and some 
9,000 of a total of 


90.000 teachers 
have been as- 
saulted. A few 


months ago, ins! 
gents blew up t 
major restaurants 
in Kabul after they 
had ignored warnings to stop the sale 
of liquor. 

The insurgents are able to create such 
disturbances from time to time, but they 
are not strong enough to liquidate govern- 
ment presence in the provinces. Neither 
side is able to dominate or render the 
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Despite Soviet largesse, the 
economy continues to decline 


Peshawar: The past year 
¥ has seen a stepping-up of 
K natural-gas production in 
PAA. Afghanistan, the start of 
< ^ construction of a major 
S m dm copper mining and smelt- 
e SS ing project and expansion 
of cross-border power lines from the 
Soviet Union. Overall, Soviet involve- 
ment in most sectors of the economy con- 
tinued to grow during 1983. Although it 
failed to stem the Afghan 215 
steady deterioration under the impact of 
the war, it nevertheless strengthened the 
Soviet hold on key economic sectors. 

According to official Afghan Govern- 
ment figures, gross domestic product fell 
from US$2.6 billion in 1978-79 to US$2.4 
billion in 1981-82. Over the same period, 
per capita income fell from US$114.60 to 
US$104.60. 

The large-scale supply of basic 
foodstuffs by the Soviet Union continued. 
For example, a visiting Soviet trade dele- 
gation signed agreements in Kabul on Oc- 
tober 26 for the supply of 100,000 tonnes 
of wheat as grant-in-aid in 1984 and for the 
sale of a further 100,000 tonnes, of which 
20,000 tonnes would be delivered im- 
mediately. Wheat imports by Afghanistan 
in 1982-83 totalled 240,000 tonnes. 





Afghan trade continues to be directed 
increasingly towards the Soviet bloc. The 
total trade turnover with countries of 
Comecon, the Soviet economic grouping, 
rose from US$221 million in 1978-79 to 
US$802 million in 1981-82. The Soviet 
Union is the country’s largest single trad- 
ing partner, representing some 55-60% of 
all Afghan foreign trade. The volume has 
grown by more than 300% during the past 
five years, Soviet official figures show. 

Afghanistan imports nearly all its re- 
fined petroleum products from the Soviet 
Union. Agreements signed on October 26 
provide for the purchase of 100,000 tonnes 
of petroleum, 150,000 tonnes of diesel oil, 
60,000 tonnes of aviation fuel and 10,000 
tonnes of kerosene for delivery between 
January 1984 and March 1985. During the 
same period, the Soviet Union will supply 
95,000 tonnes of diesel oil and 3,000 ton- 


nes of kerosene as gratis aid, and 5,700 | 


tonnes of diesel oil and 4,500 tonnes of 
petroleum on aid-loan terms. 

Priority is being given to exploitation of 
the Jarqaduq and Khwaja Gogerdak natu- 
ral gas fields at Shiberghan in the north, 
from which 2.7 billion cu. ms of gas are 
being extracted in the current year, ac- 
cording to Soviet sources. The official 
Soviet newsagency, Tass, reported that 


output is to be stepped up to 4.1 billion cu. 
ms a year. 

In June it was announced that construc- 
tion had started with Soviet assistance on 
the big copper-mining and smelter pro- 
jects at Ainak, south of Kabul. The latest 
Soviet geological surveys were said to put 
copper-ore deposits at 360 million tonnes. 
When completed, the project will produce 
250 tonnes of copper concentrate a year. 
Most is expected to go to the Soviet 
Union. 

A 220-kw. electricity power line frc 
the Soviet Union through Kholm, Pul-1- 
Khomri and Kabul is intended especially 
for industrial enterprises in these northern 
areas, according to official statements. 
Other cross-border lines are being built to 
Tor-Ghondi, in Herat province, and to 
Kunduz. Cross-border trade with Af- 
ghanistan's northern provinces is being ac- 
tively encouraged. It amounted to US$1.2 
million in the six months from May to 
November — an increase of 250% over 
the same period last year. A store was 
opened in Askashen district, Badakhshan 
province on August 6 for border trade. AI- 
though still small in volume, this trade is 
growing rapidly. 

Soviet development projects appear to 
be concentrated in northern areas. Pre- 
liminary work on a major railway line has 
begun, from Termez and  Hairatan 
through. Pul-i-Khomri to Kabul and 
another rail spur has been built across the 
Amu Darya from the west, from Turk- 
menia to Herat. — ROMEY FULLERTON 
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Š ping in gora when and fiere the DE 
i are unable to cope. Both the Afghan army 

“and the paramilitary formations, such as 

-Sarandoy, under the Home Ministry, are 
claimed to be qualitatively and quantita- 
| tively in better shape now to handle smal 
ا‎ elon than previously. ^". 

]n addition to Pakhtia, Paktika, Kan- 
dahar and Herat, Ghazni, Wardak and 
Nimroze are principal areas of military ac- 
tivity. But control of the situation in these 
areas is still in Soviet hands, largely be- 

cause there is no coordination between 
the US-backed insurgent groups operat- 
ing from Pakistan in the south and the Ira- 
nian-backed groups operating in the west. 

` The central areas, constituting Kabul 
and Parwan, are spared major insurgent 
-activity. The insurgents' objective is to 
keep the lifelines continuously under pres- 
sure but not to choke"it off because that 
would deny them access to the facilities, 
rvices and supplies available at Kabul. 


"he Soviet forces in Gardez; Loghar, 
Ghazni, Kabul and Kandahar are re- 
-sponsible for the defence of the outer 
parameters of the areas of conflict. Af- 
ghan forces are operating in the inner ring 
of the area, comprising Pakhtia and Pak- 
tika. Herat, Nangahar and Kandahar are 
subject to frequent attacks, but the insur- 
gents are no longer able to dominate the 
` situation, while the Afghan forces are un- 
able to liquidate them completely. 

What does the future hold for Afghanis- 
tan? Will it become a Finland, or Outer 
Mongolia, or will it be submerged into the 
Soviet Union as one of its Central Asian 
republics? | 

* Unlike Finland, Afghanistan does not 
have an established power structure en- 
joying the broad consensus of all segments 
of the people. Also, the neutrality of Swe- 
den was integral to the Soviet withdrawal 
from Finland. As against that, Afghanis- 

n's neighbour Pakistan is the base of the 

nti-Soviet movement in'Afghanistan. 

Afghanistan cannot be an Outer Mon- 
golia because it is not secluded and iso- 
lated from the rest of the world. The open 
borders with Pakistan and Iran rule out 
any possibility of it withdrawing into a 
shell like Outer Mongolia. For the same 
reason, it is hard to see Afghanistan be- 
coming an extension of the Central Asian 
republics of the Soviet Union. 

With insurgents able to come and go as 
they please and with massive inflows of 
arms and funds, the very idea of Afghanis- 
tan becoming either a Finland or an Outer 

Mongolia or a Soviet republic is ruled out. 
The more likely scenario is that Afghanis- 
tan will remain Afghanistan. In the 19th 
century the British had come to terms with 
this fact and chosen to be content with 
their political pre-eminence, relegating 
Tsarist Russia to second place. Now the 
Soviets' main effort is to ensure that Af- 
ghanistan does not become a jumping 
board for hostile moves against them. For 
He rest they will have to learn to live with 

E rd ' phanistan as as a nation. | 
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a a city under siege 


Kabul: Uncle Sam may be 
persona non grata as far as 
Afghanistan's President 
Babrak Karmal and his 
Moscow mentors are con- 
cerned, but the United 
: States’ most potent sym- 
bols — possibly after the Stars and Stripes 
and mom's apple pie — are omnipresent 
in the Afghan capital. Greenbacks and 
Coke have taken their place in Kabul's 
daily life. 

The capital is a city of paradoxes. De- 
spite the extreme antagonism between the 
US and Karmal's regime, the US dollar is 
as much a trading currency here as the Af- 
ghani. And though Afghanistan is a free- 
currency area and there are 100,000-plus 
Soviet troops in the country, the rouble is 
a rare and unsought-after coin. (Moscow 
does not want roubles in Kabul’s tills and 
Soviet soldiers are prohibited from pur- 
chasing on the open market.) 

The greenback, on the other hand, is in- 
stantly exchangeable — it is welcome 
everywhere from the city’s banks and 





US cigarettes o on sale: an open aot 





shops to the market stalls. Dollar-ex- 
change rates, however, do vary consider- 
ably: banks offer an official rate of 
US$1:Afs 56; shops and commercial es- 
tablishments trade at US$1:Afs 100. 

Kabul's money market is not geared to 
international. banking systems; it is 
primarily based on goods exchanged with 
Pakistan, Iran and other West Asian 
countries — in particular those of the 
Gulf. It has also developed as a favourite 
centre for laundering black money (unde- 
clared income, most usually in dollars) 
from these areas. The authorities are well 
aware of this clandestine currency dealing 
but seem to be maintaining a blind-eye 
diplomacy: faced with more than enough 
political turmoil as it is, the Karmal re- 
gime is disinclined to exacerbate the situa- 
tion by creating new areas of political an- 
tagonism, shortages and other economic 
difficulties. 

Despite the government's insistence to 
the contrary, Kabul has many of the trap- 


pings ofa i ynder siege. ANMI: itis over- 


Sepe a E tae SS, o RET E T 
Taal ho 5-1 at. += ae TRENI - 


crowded, trade is brisk and stocks are ` 


plentiful; prices have practically doubled ` 
over the past three years. Rents too have ` 


shot up as the city’s population has soared 
from 900,000 in 1978 to the 2.5 million- 
plus today. This flood has come from the 
provincial towns where conditions are less 
settled and supplies less certain. At the 
same time Kabul's construction industry 
has remained noticeably silent. 

The young and the elderly seem to 
populate the city — men of military age 


have either fled the country or been con- ` 


scripted. This loss of manpower has left its 
scar on the face of the capital; Tourism, 


which had become a profitable source of ` 3 


income in the 1970s, hasbeen reduced toa ` 
trickle: the Hotel Intercontinental, in the 


past regularly booked up, is at times with- ` 


out a single occupant. For the last four ` 
years Kabul has been under night curfew ` 


(currently 10 p.m. to 4 a.m.). Diplomatic ` 


receptions are daytime affairs and shops — 


pull down their blinds at 6 p.m. 


Foreign journalists arriving at Kabul — 


airport — unless they are with one of the ` 
numerous friendship or solidarity groups 
— are treated with suspicion. Travel docu- 
ments and other papers are scrutinised by 
customs officials; luggage is given far 
more -attention than the cursory once- ` 
over. And, of course, the contents of a` 
traveller's wallet is of particulát interest: 
currency declaration is a detailed business ` 
— cash and travellers’ cheques have to be | 
separately itemised; all monies have to be ` 
accounted for and explained. 

And there are other hallmarks of the | 
city’s nervousness: Western embassies’ - 
staff — unlike their counterparts in ` 
socialist-bloc countries — are B 


from employing local domestic help; for a 


security reasons there is no flag on the 
Soviet ambassador’s car and Soviet civil 
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and military personnel keep à €onspicu- 


ously low profile. Elsewhere, civilian and 


military traffic to and from Kabul travels — 


in convoys — military escorts are com- 
monplace. The highways are a favourite - 
stamping ground for guerilla groups who 


halt motorists and charge them a toll fee — 


before allowing them to move oh. G 
But, despite the authorities swift action 
in dealing with ambushes and its efforts to ` 
portray the country as having a fairly 
healthy complexion, under the éir- 
cumstances, the guerilla shadow shows 





through the cosmetic. New projects under — | 


construction have been seriously dis- 
rupted. Some weeks ago, for example, 
about 2,000 guerillas surrounded the Sal- 
man area, causing work on a néw dam to 
grind to a halt. The site was abandoned 
and Indian engineers overseeing the pro- 
ject were evacuated. The spoils of this 


guerilla victory were some 10 tonnes of ` 


dynamite and thousands of electrical deto- 
nators — a haul that will increase Kabul's 
nervousness. 
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By Christopher Dobson 

Kuwait: The Soviet Embassy in Kuwait 
City. an undistinguished blue-panelled 
building in the professional district of 
Salimiya, is a quiet place with only the 
Soviet flag flying high above its roof mark- 
ing it out from the neighbouring buildings 
١ of this one-time desert fortress. Even its 
radio masts are lost among the forest of 
TV masts which fretwork the skyline. 

The men and women who work there 
are similarly unobtrusive, keeping low 
profiles, made conspicuous to their fellow 

diplomats only by their absence from the 

round of diplomatic functions. Even Am- 

bassador Pogos Akopov, renowned for his 
; heavy loquacity, who started his posting in 
< May with a rash of speeches — some of 
them offending diplomatic nicety by at- 
tacking the United States — has retreated 
into semi-silence. 
` But behind this quiet facade of discreet 
Inactivity, there is a gréat deal going on — 
not only in the embassy but in the nearby 
Soviet trade delegation and in the other 
Soviet-bloc establishments, especially the 
East German Embassy. For Kuwait, the 
^ only Gulf state to maintain diplomatic re- 
-lations. with Moscow, has become the 
centre of a major campaign to spread 
Soviet. influence throughout the Gulf. 
And that undistinguished embassy in 
: dusty Baghdad Street is the heart of the 
"campaign. 

It is being conducted on a number of 
-levels — political, social and commercial, 
‘legal and illegal — in the new smooth An- 
- dropov-era style. The heavy-booted ded 
men in their ill-fitting suits are out, r 
placed by well-dressed Arabists as ا‎ 
anything the British Foreign Office can 
produce. And their activities are causing 
'estern and Japanese diplomats in the 
ea a a great d deal of worry over the spread 
iet influence along the Gulf — the 
I source and conduit for the oil, with- 
"which industry in Europe and Japan 
ould grind to a halt. 
What particularly concerns the West is 
€ apparent naivety of the Kuwaitis not 
only in their own dealings with the Soviets 

ut in acting as brokers for Moscow's in- 
ts throughout the Gulf. The ruler of 
ait, Sheikh Jaber al-Ahmad, actively 
totes the Soviet cause. After a visit to 
astern Europe two years ago he tried to 

suade the other Gulf leaders that "dip- 
ratie relations must be established: be- 
sen their nations and the Soviet 








1. And Kuwaiti Foreign Minister 
ikh S; ibah al-Ahmed more recently ar- 
"that “definite progress is being 
| Gur oe in the Gulf now 
a at de Kuwaitis think it 
0 far the rest of the 


‘The Soviets are making a determined effort to establish 
elations with Gulf states, using Kuwait as a doorway 








Gulf states do not think so. Sultan Qaboos 
bin Said of Oman, asked by a Kuwaiti 


journalist recently how he would react if 


the Soviet Union asked for diplomatic 
links with Oman, said that while the re- 
newal of diplomatic links between Oman 
and Soviet-sponsored South Yemen had 
improved, the situation between Moscow 
and Oman, nevertheless “we insist on not 
having relations with any power that inter- 
feres with our internal affairs. 


he truth is that none of the Gulf na- 

tions would dare establish relations | 
with Moscow unless Saudi Arabia did so 
first and, though the Saudis have publicly 
toyed with the idea on several occasions in 
order to shake up the US. the divisions be- 
tween Islam and communism have so far 
proved too wide to allow diplomatic rela- 
tions to be established. 

Nevertheless, there are 135 “diplomatic 
personnel” and a number of others not ac- 
corded diplomatic privileges in that em- 
bassy in Baghdad Street, a figure far in ex- 
cess of the normal needs of an embassy in 
a country the size of Kuwait. Kuwaiti offi- 
cials pooh-pooh the idea that the mission 
is dangerous and point to the many com- 
mercial and cultural projects undertaken 
by the Soviets. The fact of the matter is 
that all those Soviets are needed to pursue 
the campaign 01 influence not only in 
Kuwait but throughout the Gulf, with 
Kuwait acting not only as the broker for 
Soviet interests but also as the forward 
base for Soviet penetration, say Western 
sources. 

Akopov. the man the Soviets have 
chosen to lead their campaign, is probably 
their most accomplished “Arab hand." - 
An Armenian, he served at the Soviet 
Embassy in Cairo during the tumultuous - 
years from 1960 to 1977 which saw not 
only the Six-Day War and the October 
War with Israel but also the expulsion of 
the Soviet army from Egypt by the late 
president Anwar Sadat. During this un- 
usually long posting he learned Arabic 
and acquired an understanding of the 
Arab mind. 

When he returned to Moscow he was 
promoted to first deputy head of the near 
east department of the Soviet Foreign 
Ministry with responsibility for Egypt and | 
Kuwait. He served in this post until he was 
assigned to Kuwait. Helping him is the 
man tagged by Western diplomats as the 
KGB “resident,” the tall, dark 40-year- 
old Kikhmat Madatov, who comes froma 
Muslim family and speaks fluent Arabic. 
He has served in several countries in the 
Middle East and his reputation as a KGB 
agent has followed him around. 


A close watch is being kept on his ac- 
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infiltration into Iran where the Tudeh, the ~ 
local communist party, was wrecked by 
the defection of the KGB's Maj. Vladimir 
Kuzichkin in the summer of 1982. É 

Highly trained, Arabic-speaking 
Soviets with Islamic backgrounds from - 
Central Asia are brought into Kuwait . 
under diplomatic or commercial cover and 
are then equipped with new identities and 
infiltrated into the Iranian community in 
this cosmopolitan society. Once they have 
proved they can be accepted as real Iran- 
ians, they are slipped into Iran to try to re- 
establish the Soviet network there. Simi- 
lar operations are believed to. be operating 
in other states along the Gulf. | 

This illegal activity is made possible 
only by the lax approach of the Kuwaiti 
security service, They appear to keep little. 
track of the numbers, whereabouts or 0 
tivities of Soviet-bloc personnel. Bahrai 
is a particular target for illegals operating 
out of Kuwait because two communist 
parties, the Bahrain Popular Front and 
the Bahrain National Liberation Front 
(BNLF) maintain a precarious under- 
ground existence on that rich desert island 
which is well policed, with little escaping 
the attention of its Special Branch. 

Both organisations are kept under sur- 
veillance and most of their leaders are in 









A nightmare 
comes true - 


The bomb attacks on 
Kuwait were shocking, 
but not surprising 








ear r has been mounting: all this yea 
that Pilar bursa Which: e ; t 








came, in the ashionable terrorist vers 
. of explosive-packed cars and lorries, 
with one of them driven by a Shia fana- 
tic, the method rather than the attacks 7 
took them by surprise. The six attacks, 
on the United States and French em- 
bassies, FA a vila and a US hous- 





ers’ planning i ugh apparent. The: ctims 
' are all regarded by Iran's Ayatollah ` 
Ruhollah Khomeini as arch-enemies. _ 
France i is s hated for supplying Iraq with _ 
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newly indoctrinated students. A delega- 
tion from the BNLF visited Moscow for 
the Soviet Union's 65th anniversary cele- 
bration in December 1982 and was given 
the red-carpet treatment, with its ac- 
tivities being fulsomely reported. 

The Soviets also maintain contact with 
the large Shia communities in the Gulf 
states. Although, as followers of Kho- 
meini, the Shias are bitterly opposed to 
communism, they and the  Soviets 
nevertheless see mutual advantages in 
keeping open their lines of communica- 
tion in case the Gulf explodes. 

And then there are the Palestinians, 
more than 300,000 of them in Kuwait out 
of a total population of not much more 
than a million. Articulate and politicised, 
they provide the technocrats who run 
Kuwait, but they have no vote or automa- 
tic right to Kuwaiti citizenship and there is 

e discontent among them. The 
AER drawing on their commitment to 
the Palestinian cause, have maintained a 
close relationship with Palestinian leaders 
in Kuwait. 

The purely military side of Soviet activi- 
ty in the Gulf is carried out by the GRU, 
Soviet military intelligence, under the per- 


fectly legal cover of the defence-attaché - 


system. But the Soviets had a windfall in 
this area when the Kuwaitis made a deal 
with them to buy weapons for themselves 


Blast damage in Kuwait: the logic is apparent. 


arms, especially the Super Etendard 
aircraft with a fresh supply of Exocet 
missiles. The French and the Ameri- 
cans are hated jointly for their active 
support of President Amin Gemayel in 
Lebanon, and Kuwait itself is a target 
for leading the Gulf states in support of 
Iraq and, especially, for funnelling 


ies and sisa. P 
newal of both hue ies’ E 





darkness across the Iraqi border. 

This is an activity which is of consider- 
able interest to a number of parties in 
Kuwait and the authorities are highly sen- 
sitive about it. These arms imports mean 
that not only do Soviet officers supervise 
the convoys, but they also train the 
Kuwaiti forces in the use of the weapons, 
thus enabling them to pick up military in- 
formation and make contacts with 
Kuwaiti officers. 

‘This covert arm of the Soviet campaign 
in the Gulf is carried out with the utmost 
discretion; while the other arm of the cam- 
paign — the diplomatic and trade arm — is 
conducted with much more bravura, with 
the newspapers up and down the Gulf re- 
porting the arrival of yet another delega- 


tion from the Soviet bloc almost every 


day. At first sight the visits would seem to 
have little substance, full of fine words and 
little else. But in the Arab world, shadows 


often become substance, words become 


facts. And the sheer number of such dele- 
gations is an indication of the importance 
Moscow attaches to gaining influence in 
this part of the world. 

In February an East German trade 
exhibition was opened by the Kuwaiti 
minister of commerce. In the same month 
an industrial, economic and technical 
agreement was signed between Kuwait 
and East Germany. In March a cultural 
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Soviet weapons over the border to the 
Iraqi army. 

It is the comprehensive nature of the 
attacks which has really frightened the 
Kuwaitis for they now see themselves 
being dragged into the Lebanese fiasco 
as well as the Gulf war. 

— CHRISTOPHER DOBSON 





‘Some of them are loa avy lor. | pany was set up to carry passen 
ries Lamm taken i in convoy under cover of 










E 
tween Kuwait id me di In Apila ae B 
tural-exchange agreement was signed be- — - 
tween the Kuwaiti TV company and Hun- 
garian TV. In May a Kuwaiti trade delega- ` 
tion was sent to Cuba. The Kuwaitiarmy's — — 
chief of staff, Maj.-Gen. Abdullah Faraj 
al-Ghanim, has visited Hungary and — 
Kuwait's newsagency has signed an ex- - 
change agreement with Tass. a 
eo 
n June 16 the Kuwaiti newspaper Al — 
Anba carried an interview with Akopov ` 
in which he said: “After 20 years of continu-' S 
ously developing relations, the two coun- — 
tries find themselves in agreement ona | 1 
wide variety'of international issues.” He ¿ ` 
expressed the Soviet Union's hope that -~ 
diplomatic relations could be established ~ - 
with the other Gulf countries and stressed — 
that there was no impediment to this on — 
the Soviet side. "We are prepared toco- 
operate with these states," Akopov said. — - 
Also in June, the Kuwait Red Crescent — 
Society and the Soviet Red Cross and Red ` 
Crescent societies — normally headed by 
senior KGB officers — signed an agree- —— 
ment strengthening mutual relations and 
“the cause of world peace.’ E 

July also was a busy month: al-Ghanim 
visited Bulgaria — which has a training _ 
programme for Kuwait's police force — — 
and attended military exercises at the Bul- 
garian Peoples Army Academy; Minister 
of State for Cabinet Affairs Abdul Aziz 
Hussain visited East Germany to talk ` 
about trade and culture, and a Kuwaiti ` 
National Assembly delegation, led by as- ` 
sembly speaker Mohammed Yusuf al | 
Adasani, undertook the first visit by ` 
Kuwaiti parliamentarians to the Soviet ` 
Union in 10 years. 

The delegation was taken to Central 
Asia where the Soviets went out of their 
way to demonstrate that Muslims were — . 
free to practise their religion — they even 
produced some fundamentalists. After ` 
the usual denunciation of the US for being 
responsible for the present instability in 
the Middle East, it was said that the visit 
was part of Kuwait's continuing policy of ` 
cultivation of the Eastern bloc and that. E 
Kuwait had long expressed satisfaction 36 
the Soviet Union's “realistic foreign po- ` 
licy.” However, this visit was not all | 
sweetness and light. Sharp words were ex- ` 
changed over the Soviet invasion of Af- ` É 
ghanistan. Ln. 

In November East German Construc- ` 
tion Minister Wolfgang Junker arrived — * 
bearing a personal message from East  - 
German President Erich Honecker to the ` 
sheikh. j 

Meanwhile, the Soviets continue to ` 
probe for new ways into the Gulf. Soviet — 
tour operators are pushing cut-price tours 
to the Soviet Union, and the Soviet flag- 
carrier Aeroflot is opening up offices ` 
wherever it can. In early November, 
Aeroflot started a scheduled cargo service — — 
into Dubai from Moscow and a passenger — ` 
service was planned to start in December. — — 

Another way in which the Soviet-bloc — . 


countries have eased their way into Gulf — 
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of the East German: Paban in 2 Kuwait 
and the Dubai Foreign Ministry knew no- 
thing about it. It was the responsibility of 

e local chamber of commerce to grant 
ission and, as the local family in- 
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ber, that presented no difficulty. 
nd so the trading concern was set up and 
in East German, Reindhardt Grothe, was 
lown in to manage it. Grothe was for- 
rly a diplomat based in the East Ger- 
man Embassy in Kuwait. 

There is, of course, nothing illegal or 
necessarily sinister about this activity — 
hough Aeroflot is always under suspicion 
of intelligence connections — and there 
are genuine. commercial reasons for the 
Soviets, short of hard currency, wanting to 
-get their hands on the Gulf's dinars. But 
what worries Western diplomats is the 
heer magnitude and persistence of the 
campaign to spread the Soviet word in an 
area which is of such vital importance to 
the West and where the Soviets do not 


have a traditional interest. 
n espite Western nervousness, Kuwaiti 
Jeaders insist that their policy towards 
— the Soviet Unionis one of “positive neutra- 
_lity and balanced relations.” One senior ad- 
ministrator explained: “It is like a growing 
boy quarrelling with his mother. He 
abuses her and pretends to run away, but 
ihe knows that when he is in trouble he will 
always be able to turn to her for help. And 
that is how Kuwaitis regard the United 
States, for we know she will always come 
.to our aid. She has to.” 
“Another official in Bahrain likened 
-Kuwaiti behaviour to old-fashioned tribal 
bargaining in which elaborate alliances 
.were built up, designed to ensure that a 
weak tribe always had a survival line with 
each of the stronger tribes. 
ıı One curious aspect of the situation is 
hat under the impact of the Islamic revi- 
1, the Kuwaitis, always deeply religious, 
re. turning increasingly. to. fundamen- 














































wealth nor their religion would survive 


the Sabah family who have ruled this state 
for more than 200 years. 94 
It is less complicated for the other Gulf 
states for they still refuse to establish rela- 
ions with Moscow. But at the same time 
hey are businessmen and see no reason 


ern bloc. In Abu Dhabi a senior 
ber of the Foreign Ministry, Moham- 
ed Khalifa al- Yousuf, is also the com- 
gent for Aeroflot. This is no se- 
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lism, and they know that neither their | tions that this . .- 


under communism — and neither would 


why they.should not do business with the ` 


it is.regarded as a normal piece of ` 


A Wellington defence whi ite paper shelves plana to withdraw its E 


contingent from Singapore and outlines a new procurement plan — 


By Colin James 


Wellington: New Zealand has shelved a 
plan to repatriate its small force resident 
in Singapore, reflecting heightened ten- 
sion in Southeast Asia. A defence white 
paper published in mid-December re- 
verses the announcement in the last 
review, in 1978, that the force would even- 
tually be withdrawn, This year’s review 
states flatly that "it is not timely to bring 
the force home.” 

The government’s principal concern is 
the build-up of the Soviet presence in 
Southeast Asia following Vietnam’s ex- 


| pansion into Cambodia and Laos. Quot- 


ing the 1978 review's statement that "our 
world is a dangerous and unpredictable 
place," the latest review states: "This con- 
clusion was and remains valid; indeed, 
further deterioration has set in.” 


After noting the Soviet occupation of 


Afghanistan and unrest in the Middle 
East, the review says that in 1978 it was ex- 
pected that Vietnam would concentrate 
on reconstruction and nation-building, 
but had instead expanded beyond its bor- 
ders. Further, "Soviet use of naval 
facilities and airfields in Vietnam estab- 
lished a new and hostile presence in the re- 
gion.” with SS20s missiles based in 
Soviet Asia and units of the Soviet fleet 
now routinely deployed from Vietnam. 
New Zealand’s interest in Southeast 
Asia in described by the review as requir- 
ing prosperity and political stability to en- 
able the development of trade links and 
closer political ties, without which “our 
isolation and the 
economic activity would be made 
The military commitment 
in Singapore and to combined exercises 
and training in Malaysia are welcome and 


"the government has received no indica-. 
. commitment is others. f 
than entirely acceptable to other Asean 
“The: 
New Zealand force in Singapore i is seen by" 


governments,” the report notes. 
our partners as a positive demonstration 
of support in unsettled circumstances,” 
and the government “believes . 


rate." 

The force will be slightly reduced. how- 
ever, from the current level of around 500 
(plus a helicopter contingent), to allow the 
development of a "ready reaction force" 


in New Zealand. 


The continued. commitment to Sòu- 
east Asia underlines the forward nature of 
New Zealand's defence stance. But the 
priority beyond New Zealand’s shores re- 
mains the South Pacific islands. The 


limitations on our 


finite commit ne: 


. The 
retention of the force in Singapore in the | 
meantime is constructive and. approp- | 





review notes that “the government takes | 


seriously the responsibility to foster stabil- 
ity and the climate for economic develop- 
ment in the South Pacific," which entails: 
transport, aid and disaster-relief . opera- 
tions besides military considerations. 
Taking responsibility for the. South 
Pacific is seen as fitting in with the Aus-. 
tralia, New Zealand and United States. 
(Anzus) treaty, which the review. reaf- 
firms as fundamental to our defence: m 
terests." The review sees Anzus as a- 
"community of interest among counts 
of very similar background and basic. 
democratic commitments.’ Ñ 





Fe most of the 19705, defence spending 
was less than 2% of gross domestic pro- 
duct and it is only just that now. The last 
substantial re-equipment of the three 
forces was in the. 1960s, and the review 
notes that there isa danger of "building up 
an insurmountable peak of requirements 
at a later date" through pursuance of a po- 
licy. of piecemeal modernisation, as was 
done during the 1970s. Thus New Zea- 
land's fleet of frigates — now down to 
three, two of them refitted British Lean- 
der-class ships — will need replacement 
during the 1990s. The review states that 
"at this time, there appear no realistic 


prospects of the future defence budget 


being able to accommodate the costs that, 
would be involved"'in replacing these. 

The alternative chosen is acquisition of 
conventional submarines compatible with ` 
the Australian submarine fleet. Ideally, 
the review proposes six such vessels, 
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for its.eventual replacement." In the 
meantime, it. envisages “a structural refur- 
bishment programme” and a search for 
other Skyhawks; no cement schedule 
is noted. | 

Similarly, the Orion 
craft, purchased 4 
TAN Re by. 
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growth rate dropped sharply from 
S the thriving years of the late 1960s 
T R E N GT H and early 1970s, falling to a weak 
3.999 in 1982. The 1983 perfor- 

i li TAIWA N panded at a rate of 5.4% in the first 
half of the year, then surged ahead at 

an estimated 8.2% in the second half--putting growth for the whole year at about 
6.9%. The Council for Economic Planning and Development now predicts that 
in the first 10 months of 1983 totaled US$36,693.1 million up 7.1% from the same 
period of 1982. The trade surplus for the period reached US$4,247.9 million, bringing 
accumulated foreign exchange reserves to an almost embarrassing level of over US$13 
billion. 


he past few years have been 
A I H t RS tough ones for the Taiwan 
economy. The island's 
mance, however, clearly indicates a 
vigorous recovery. The economy ex- 

the rapid growth will continue, reaching 8% in 1984-and 7.5% in 1985. 
This growth is due almost entirely to trade expansion. Exports and imports 
Taiwan has done a remarkable job of keeping unemployment low (it is cur- 
rently about 2%) and bringing inflation down (to around 3.5% in 1983). Wealth 








m= ADVERTISING SECTION 


/ 


// 
0 


A 
x 


is admirably well distributed throughout the society, with the income gap between 
the wealthy and the poor being among the smallest in the world. The government 
is trying to give the economy an added boost by carrying out four major trade- 
related projects. One is aimed at making the island a major transshipping center— 
which, to an extent, it already is. The second project is the establishment of a free 
trade zone, which is still in the planning stages. The third is development of an 
offshore banking center, which is already getting started. The final project is the 
building of a Taipei World Trade Center with three major buildings; construction 
on a trade mart building and a large international hotel has already begun, and 
work will soon get started on an office building that will be the island's highest. 
A convention center may be built on a neighboring site. 

Also high on the government’s list of priorities is diversification and upgrading 
of the economy through the promotion of heavy and high-technology industries, 
The auto industry is receiving special attention, and two major manufacturing pro- 
jects are in the offing; both will be joint ventures with foreign producers. One will 
be a heavy truck plant; the other will turn out 300,000 small sedans per year, half 
of which will eventually be exported. 

To further raise the level of local technology, the government encourages the 
establishment of high-tech operations such as those in the fields of machinery and 
information. A Hsinchu Science-based Industrial Park has been set up to attract 
high-technology industries, particularly those with a heavy involvement in research 
and development. The Park welcomes productive enterprises in the areas of elec- 
tronics (including computers and optical instruments), precision in 
and machinery, materials science, chemicals, energy, aeronautics, and other sci- 
encebased industries. [F] 


struments 











FOREIGN CAPITAL 
FINDS A HAPPY HOME 


IN TAIWAN 


oreign investment played an 
important part in helping the 
Republic of China on Taiwan 

create its economic miracle. Now, to 


establish more advanced industries on 
the basis of earlier success, Taiwan has 
made its economic environment more at- 
tractive so as to solicit new foreign in- 
vestment in high-technology undertak- 
ings for turning out higher value-added 
products. 

Foreign industrialists, especially those 
whose investment projects help raise the 
level of local technology and promote 
export sales, are offered numerous in- 


centives by the government: up to 100% 
ownership in the invested enterprises, 
remittance of net profits and interest ear- 
nings, repatriation of 20% of total in- 
vestment capital annually, protection 
against expropriation, and reduced 
taxes, among others. Projects may be set 
up in the new Hsinchu Science-based In- 
dustrial Park, in one of three Export 
Processing Zones, or in other designated 
industrial districts throughout the island. 
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More important than these incentives, 
however, is the island's overall business 
environment. Politics and society are ex- 
tremely stable; there is no labor unrest; 
the work force is abundant, 
well-educated, skilled, and diligent. 
Wages are no longer low by Asian stan- 
dards; observers agree that in terms of 
productivity, however, Taiwan labor is 
hard--if not impossible--to beat. The in- 
frastructure is highly developed, and 
supporting industries are in place to help 
insure the success of almost any kind of 
well-conceived manufacturing--or 
service--organization. 





Government agencies do all they can 
to help foreign investors. One organiza- 
tion is specifically charged with pro- 


viding assistance: the Industrial 
Development and Investment Center 
(IDIC). Before an investment is made, 
the IDIC supplies information, helps in- 
vestors with entry and exit permits, ar- 
ranges visits and interviews, and the like. 
It helps perpare investment applications 
and assists in finding and acquiring 
suitable plant sites, and eases the handl- 
ing of required procedures. After the in- 
vestment is made, the IDIC continues its 
services by helping solve administrative 
problems in operation. A sister organiza- 
tion, the Joint Industrial Investment Ser- 
vice Center, provides investors with a 
"one-stop service" that saves time and 
trouble by placing all investment-related 
operations under one roof. 

Since the government first endeavored 
to create an investment climate appeal- 


ing to worldwide investors more than two 


years ago, responses from foreign in- 
dustrialists have been thus far most en- 
couraging, assuring that Taiwan will 
continue to be an ideal location for 
foreign capital and its economy will stay 
on the course of accelerated develop- 
ment in the years to come. 


For further information, please contact: 

INDUSTRIAL DEVELOPMENT & INVESTMENT CENTER 
JOINT INDUSTRIAL INVESTMENT SERVICE CENTER 
lOth & 5th FL, 7 Roosevelt Rd., Sec. 1, Taipei, Taiwan, ROC 

Telex: 10634 INVEST Tel: (02) 394-7213, 394-7217 










LOOKING FOR TAIWAN 
SUPPLIERS? 


VISIT THE CETDC EXPORT PRODUCT 
DISPLAY CENTER & MART 


The world s largest collection of Taiwan products is 
displayed by carefully selected exhibitors year-round at a 
1,800-booth display center and a trade mart complete 
with 150 individual showrooms. Exhibitors’ representatives 
are available to discuss business with you on the spot. 



















Location: 
Taipei Sungshan Airport, Taiwan, Republic of China 
about a 10-minute drive from Taipei's business district 


Hours: 
Monday-Friday 09:00—17:00 Saturday 09:00—12:00 


Operated by: 
china external trade development council 


a non-profit agency for the promotion of Taiwan trade 
Telex: 28094 TPEWTC Tel:715-1551 
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d edium- A nd Long-Term Loan 
For Purchase NND \\ 
Capital Equipment And Plants 





















We're experts at providing loans for exporters and importers. 
Our credits allow ROC exporters to sell capital goods-including turn-key plants and 
whole sets of equipment--on a deferred or installment payment basis, and our fixed 
rate relending facility helps foreign buyers to purchase such equipment from the 

ROC. 


The Export-Import Bank 0f China 
v E Hy بك‎ A 48. 4 


8th Fl, 3 Nan Hai Rd., Taipei, Taiwan, R.O.C. 107 
Telex26044 EXIMBANK Taipei Cable: "EXIMBANK" Taipei 
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HING FONG 


. INVESTMENT BRINGS HIGH 
Uc. TECHNOLOGY TO TAIWAN 


T he industrial revolution that began in the 18th century relieved man- 











kind of much of the physical toil and drudgery that had afflicted its 
existence up to that time, and it brought greater uniformity and 
precision to manufactured products. Today, the information revo- 
lution that is just getting under way promises to do the same for mental toil. 
Already it is boosting processes once performed in the human brain to pre- 
viously unimaginable speeds, and is vastly facilitating the transmission and 
storage of all sorts of material. It is truly a revolution, in every sense of the 





word. ⁄ 
Most of the companies on the front lines of this revolution are in the 
Automobile & Motorcycle advanced industrial countries, but Taiwan too is working hard to develop 


information- and computer-related industries. One of the island's companies 
has taken a giant step forward in this effort by acquiring two firms in the 
famous Silicon Valley near San Francisco, California. The Ching Fong 
Investment Co., Ltd. set up Cogito Systems Corp. more than a year ago, and 
not long afterward bought Magnex Corp. from Exxon Petroleum of the U.S. 
Exxon had acquired the company for the purpose of diversification at a time 
when the petroleum business seemed uncertain, and then found that its huge 
organization was unsuited to operating such a relatively small factory; then, 
when the prospects of the oil business improved, the petroleum giant decided 
to sell. Cogito manufactures disk drives, Magnex makes thin-film heads. 





“I decided to invest overseas because Taiwan is too small," explains 
Ching Fong's chairman, Shi H. Huang. ‘‘The only thing to do is go inter- 
national. And high technology is important, especially for a place like 


CHING FONG INVESTMENT CO, LTD. Taiwan; we have no resources, so we have to use our brainpower. We have 

ECC ih MAGNEX CORPORATION the advantage of a high-quality labor force that is oriented toward high 

COGITO SYSTEMS CORPORATION technology; the government has been promoting this for many years. T he 

Ç SAN YANG INDUSTRY. CO. LTD. people of this island have to get more internationally and industrially 

z minded, so investment in high technology is necessary for training people and 

SAN YANG CONSTRUCTION CO., LTD. developing good managers in various fields.” Huang goes on to report that 

CHING FONG CO, LTD. another reason for the U.S. imvestment was diversification, which he 

UNITED CHINESE LEASING INC. considers desirable as a means of dampening the effects of business ups and 

Gy UCLI FINANCE CO., LTD. downs in various industries. Also, manufacturing operations in the U.S. 
i ee Xm make it easier to penetrate markets there. 

SY; He cautions, though, that investment in high technology requires a long- 


range view. ‘‘You can't think about making any profit right away,” he says. 


AA “It's impossible. I think that only a few high-tech companies can say they're 









~ 3; CAU making a profit, and even then whatever money they make has to be 
UA ! 3 ploughed back into research and development. Once they stop their R & D, 
Z that's the end. They're moving in a vicious circle, and they can't get out. Now 


that I’ve jumped into high technology, I’m in the same situation. We have to 
keep up our research in order to survive.” 

This is Ching Fong’s first venture into the high-tech area, although the 
holding company supervises a dozen or so other businesses. The company 
| began life very small, when Huang’s grand father set up a trading firm doing 

W | للح‎ business domestic. His father took over the company in his turn and ex- 

| | Ching Fong | | panded operations to Japan and Hongkong. Then a small factory was set up 

to produce dynamo lamps for bicycles; that factory has become the San Yang 

Group Industry Co., one of Taiwan’s largest manufacturers of motorcycles and 

automobiles. San Yang accounts for 2,000 of the group’s 3,000 employees; 
the rest work in such diverse fields as trading, construction, finance, and 
fishing. (contiuned ) , 2) 





The modest and unassuming Huang 
looks nothing like a high-powered business 
tycoon, and in fact he is relatively new to the 
role. For decades, he worked as a neurosur- 
geon. Before returning to Taiwan over four 
years ago to take over Ching Fong because of 
his father's faltering health, he taught at 
Washington University in St. Louis, Mis- 
souri. He keeps up contact with the medical 
profession by reading the latest reports and 
teaching at Taipei Medical Institute; never- 
theless, he says, he has no regrets about swit- 
ching careers. 

The thin-film heads manufactured by 
Magnex represent the state of the art in mag- 
netic read/write technology; they are more 
accurate, and permit a higher track density 
(and therefore more capacity) than conven- 
tional ferrite heads. The winchester disk 
drives made by Cogito, which are designed 
for use with personal computers, are also the 
latest in technological achievement; they are 
only half as high as conventional disk drives, 
and thus allow substantial space saving. 

To keep costs down, production of these 
two items will be moved to Taiwan--perhaps 
in 1984. There are other areas in Asia where 
investment incentives are very attractive; in 
some respects, they may be more favorable 
than Taiwan’s. But, the Ching Fong chairman 
comments, “In industrialized and highly 
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SAIL BOATS: LAFITTE 44’ & 66’ 


HONORABLE PRESENT BY: 
CHUNG HWA BOAT BUILDING CO., LTD. 
SUITE 709-711 SUNG CHIANG RD., TAIPEI, TAIWAN. 


TEL: (02) 5213367-8 TLX: 23556 CHBOAT 
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trained human resources, Taiwan is better 
than the other countries. And since I'm Chi- 
nese, I prefer to be here." 

Huang wants to develop products in Tai- 
wan that the mind immediately associates wi- 
th the island. "If you want to buy a camera 
today,” he explains, **you immediately thi- 
nk of Japan. If you need a watch, you thi- 
nk of Switzerland and Japan. In the future, 
when people think of disk drives or thin-film 
heads. I want them to think immediately 
of Taiwan, ROC's unique products." 








CONSTRUCTION 
BEGINS ON TAIWAN'S 
FINEST HOTEL 


aiwan's largest building complex 
has begun rising in the southern 
section of east Taipei, where the 
city's new commercial, financial, 





CHIEN HWA 35' DOUBLE CABIN TRAWLER: 


A LUXURY DIESEL CRUISER CONSTRU- 
CTED WITH TEAK AND ORIENTAL 
CRAFTSMANSHIP 
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SUITE 1108, 11TH FL, 152 SUNG CHIANG ROAD, TAIPEI, TAIWAN. 


TLX: 25298 YFLEE 


PRODUCTION RANGE ALSO AVAILABLE ON 35 SUNDECK, 


MANATEE 36 AND KROGEN 42° TRAWLER YACHTS. 








and residential center is developing. This 
group of ultramodern constructions will 
be the Taipei World Trade Center com- 
plex. The buildings will contain all the 
facilities necessary for the conduct of 
trade; they will play a vital role in the is- 
land’s future economic development, 
which is heavily dependent on con- 
tinuously expanding exports and imports. 

The project covers a total area of 
66,000 square meters, on which will be 
situated an exhibition complex, hotel, 
and world trade building. In addition, a 
convention center is being considered for 
a neighboring plot. Construction work 
on the exhibition complex, which is a 
government project, began in October 
1982 and is scheduled for completion in 
early 1986. The world trade building, 
which is to be built with private capital, 
has not yet been started. The ground- 
breaking ceremony for the hotel was held 
on November 10, and the property will 
be ready for operation by the October 
of 1986 it, too, is a private project. 

The hotel project was opened to 
public bidding, and a number of power- 
ful international groups submitted offers. 
The winning bid came from Apollo En- 
terprises Ltd. of Singapore, in coopera- 
tion with another Singapore group headed 
by Ong Eng-hung and in association with 
Meridien Hotels of Paris. Apollo Enter- 
prises owns the Apollo Hotel in Singa- 
pore, as well as other properties; and Mr. 
Ong, who is an architect, has wide ex- 
perience in designing hotels. The basic 
design of all three buildings of the Taipei 
World Trade Center was done by the 
HOK Architectural Consulting Group 
of the U.S.; detailed architectural work 
was done by Haigo Shen & Associates, 
one of Taipei’s top architectural firms. 
Howard Hirsch, Bedner & Associates of 
the U.S., and Gauer Design Far East Ltd. 
of Hong Kong, have been chosen to 
accomplish the interior design. 

The new landmark will be known as 
the Taipei Apollo Meridian Hotel and is 
budgeted to cost around US$122 million, 
excluding land. (The entire complex will 
require an estimated US$350 million to 
complete.) It will have 26 floors above 
ground and three below. The number of 
“equivalent guest rooms,” or modules, 
will be 1,042, and there will actually be 
995 keys--the largest number of any hotel 
in Taiwan. The food and beverage outlets 
will have a total seating of 4,360 and will 
include such top-class facilities as a huge 
banquet room (with 1,000 seats banquet 
style, 1,500 conférence style), coffee 
shop, French restaurant, two Chinese 
restaurants, a Japanese restaurant, bar, 
and cocktail lounge. An Asian Food 
Corner in the coffee shop will reflect the 
hotel’s Singaporean connection by 
serving satay, chicken rice, and other 
regional dishes. As in any top-flight hotel, 
there will also be a night club. 
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To make its guests have stays that 
are as comfortable, convenient, and 
healthful as possible, the Taipei Apollo 
Meridien will also have a swimming pool 
and health club. The roof of the exhibi- 
tion building will be utilized for tennis 
courts and a jogging track. In the base- 
ment will by parking space for 665 
vehicles--again, the most in Taiwan. 

“We expect the Apollo Meridien to 
be the only 5-star hotel in town,” com- 
ments Haigo Shen, who knows the hotel 
better than anyone else. In addition to 
its fine facilities and striking architecture, 
it will also feature the best in terms of 


management; being operated as a Meri- 
dien ftanchise property, it will have to 
measure up to the French chain's exacting 
standards of service. Chan Chun Ping, 
chairman of Apollo Enterprises, recalls 
the confident remark of a Meridien senior 
vice president as he visited the site of the 
Taipei hotel: “We expect the Taipei 
Apollo Meridien to be the best hotel in 
Taiwan--and we expect it to remain the 
best 50 years from now." F 


Taiwan, island province of the 


Republic of China 


The magnificent Chung Cheng (Chiang Kai-shek) Memorial Hall in Taipei, a masterpiece of classical Chinese architecture. 


ANCHORAGE 
NEW YORK 


SAN FRANCISCO 


AIR ROUTES OF CHINA AIRLINES, NATIONAL FLAG CARRIER OF THE REPUBLIC OF CHINA 


As a vacationland of many-splendored loveliness, Taiwan is ideally located in the far 
western Pacific at the crossroads of Northeast and Southeast Asia. The island is served by 
13 air lines, and stopovers between the two regions involve no extra air fare. 

_ Highlands cover two-thirds of Taiwan which has 62 peaks more than 10,000 feet tall. 
The tallest is Yu Shan or Jade Mountain, 13,114 feet high — the loftiest peak in Northeast 


Asia. 


Among its numerous attractions, the island offers the luxury of world-class international 
hotels; the myriad delights of the world’s choicest Chinese cuisine; and an excellent 
transportation system that makes all places of interest easy to reach. For instance, a round 
trip from Taipei to the 12-mile-long Taroko Gorge, one of the greatest natural wonders on 
this planet, can be made between morning and evening. 

Among the island’s paramount attractions is the fabulous National Palace Museum in 
Taipei which houses the most extensive individual collection of Chinese art treasures in the 


world. 


One thing more to remember: Taiwan ranks with the best anywhere as a shopping 


center. 


NO TRIP TO OR WITHIN THE FAR EAST IS 
COMPLETE WITHOUT A VISIT TO TAIWAN; SO 
COME OUR WAY FOR A WONDERFUL STAY 





For information write to the Tourism Bureau, 9/FI. 280 Chunghsiao E. Rd., Sec. 4 
(or P.O. Box 1490), Taipei, Taiwan, Republic of China Cables: ROCTB TAIPEI 
Telex: 26408 ROCTB Tel: 721-8541 
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An easier way to fly— 
300 with China Airlines! 


New directions for China Airlines. 

A fleet of Airbus A300s gives CAL a 

new dimension in air travel. 

CAL’s A300s now take you to Hong Kong, Bangkok, Jakarta, 





7 Kuala Lumpur, Seoul, Fukuoka, Manila, Kaohsiung and Singapore. 
— Enjoy the new, quiet, comfortable A300s. 


Courtesy China Airlines. 
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STILL THE 


"ISLAND BEAUTIFUL” 


name given to Taiwan by the 
early Portuguese mariners who 
first saw the island's jade-green 
mountains soaring above the mists of the 
verdant coastal plain, and for centuries 
Taiwan was known to the West by the 
Portuguese word for beautiful: Formosa. 

The beauty is still there. In the 
rugged mountains, which rise above 
13,000 feet to the highest peaks in Nor- 
theast Asia. In the seacoasts, from the 
marvelous rock formations of the north 
to the white-sand beaches and coral reefs 
of the south. In the green rice paddies of 
the western plain and the precipitous 
cliffs that drop to the Pacific in the east. 
In the marble and granite walls of the 
fabulous Taroko Gorge. In the tranquil 
waters of lakes nestled amidst the moun- 
tains in the interior. In the quaint villages 
of small islands just offshore. 

But Taiwan today is far more than 
just scenic beauty; it offers cultural 
attractions of a range and variety that 
are hard to match anywhere else. The 
National Palace Museum holds hundreds 
of thousands of exquisite and priceless 
art objects from the collections of former 
emperors. The highly refined costumes 
and stylized movements of classical 
Peking opera contrast with the up-to- 
date choreography of modern dance 
groups. Thousands of ornately carved 
and colored temples contain multitudes 
of Buddhist, Taoist, and folk god images, 
and provide venues for some of the most 
stupendous religious festivals seen any- 
where. Aborigine villages tucked away in 
the hills hold annual harvest celebrations, 
complete with singing and dancing, that 
reveal another aspect of Taiwan's com- 
plex cultural milieu. 

Surely one of the strongest attrac- 
tions Taiwan has to offer is its Chinese 
cuisine, which comes in high quality and 
a variety--a truly awesome variety--that 
can be matched nowhere else in the 
world. From roast duck and the other 
relatively bind dishes of the north to the 
spicey foods of Szuchuan and the sweet- 
and-sour delicacies of Canton, the 
island's surprisingly inexpensive restaur- 
ants serve up snacks and meals that are 
irrestible to even the most discerning 
palates. 

Convenience and comfort also 
await the visitor to Taiwan. Busses, 
trains, and airplanes provide transport 
to every corner of the island, and to the 
smali islands offshore. Accomodation is 
available in hotels of all classes, from 
quaint sulfur-spring inns to ultramodern 
properties like the thousand-room 
Asiaworld and the soon-to-open Howard 
Pláza. Most of all, though, visitors 
enjoy the Chinese tradition of warm 
hospitality that is carried on by the 
people of the Island Beautiful. 


i sland Beautiful’’--that was the 


A Top Hotel for Those Who 
Appreciate Gracious Things 
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Here at Howard Plaza everything is on a human scale. 
Friendly, warm and sophisticated. Rarely can one find 
such a perfect blend of practicality and visual delights. 
Splendid atrium. Sculptured fountain cascading down 
from stories above. Rosewood furniture. Adorning each 
of our 606 superb rooms are original paintings by a 
distinguished contemporary Chinese artist, Shiou-Ping 
Liao. Howard Plaza stands out from other top hotels by 
its commitments to great service and facilities. Above all, 
those touches of art essential to a gracious living. 


SOON 
^ 38 ARG 


Howard Plaza Hotel 


160 Jen-Ai Road, Sec. 3, TAIPEI, TAIWAN 
REPUBLIC OF CHINA 

TEL:(02) 7080505,7002323 

TLX:10702 HOPLATEL 





Member of Distinguished Hotels of The World 
Associate Hotel of KEIO PLAZA HOTELS, JAPAN 


 WIARTS&SOCIE 


RECREATION 


ae L 


— د ايو 1 — 


1 ET — t 





T. 7 TE 


E "es: » Ades AT TEKS TR Le" 


| 





Pachinko—more than à game, 
an inescapable fact of life 


By Chris Fawcett 


Tokyo: It is never a long journey in any 
Japanese town or city to the nearest 
pachinko (pinball) hall or parlour. And 
the dazzling neon facades, the characteris- 
tic march music broadcast out on to the 
pavement, the bustle of people entering 
and leaving, make the pachinko hall un- 
mistakable. 

They can be found almost anywhere — 
typically near stations, in universities or 
commercial districts, at service areas off 
highways, in fact anywhere that regular 
` custom can be expected. Kunitachi, a spe- 
cially designated educational district in 


‘Pachinko palace: a private future. 





Tokyo, is well known because pachinko 
has not been allowed to develop there. 
No one under 18 is officially permitted 
to enter a pachinko hall, and until recently 
the game has been predominantly the pre- 
serve of the male. Recently, however, 
girls have started to play, andin Kyobashi, 
Osaka, one pachinko hall has established 
a section of its machines for girls’ exclusive 
use — the chances of winning on them is 
higher than on the other machines. Each 
pinball machine has a pair of magnetic 
heads which can be strengthened or weak- 
ened, thus influencing the ball’s path to- 
wards the winning hole. These heads, ad- 
justed each night (by computer in the 
larger pachinko “palaces”), determine the 
player’s chance of success. However, not 
all the machines are, adjusted at night; 
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should a p layer come early the following 
morning, with a knowledge of which 
machines lhad. been profitable the night 
before, the chances are good that he 
would be aible to find a machine still pay- 
ing out. 

Machine :s situated near the entrance are 
usually acljusted for easier winning | 
order to a'ttract custom, and when a new 
pachinko hall is opened, all the machines 
are thus adjusted. This is why notices go 
up in front: of an old pachinko hall saying: 
“Newly opened." The interiors are mock- 
luxurious — lush wallpapers, plastic 
bouq'uets, chandeliers, endless mir- 
ror reflections and incandescent col- 
ours. Initially the decor was much 
simpler, of plain wood panelling. 
This. was superseded by painted mur- 
als, x vhich in turn was outdated by il- 
lumi; nated murals, and now kinetic 
persjoex constructions are the in 
thing z. 

Tt ae fact that pachinko is so popu- 
lar hias given rise to a whole cult — 
there are champions, professionals, 
and even teach-yourself books such 
as F'achinko Hishoho. Indeed, it is 
more than a game. According to 
mariy players, the competition be- 
twe en man and machine is considered 
as «1 metaphor of life; they have an 
exis stential regard for pachinko — the 
striiggle between the individual and 
the self. A strange feeling comes over 
the player, a kind of desire to chal- 
len ge fate. The player appears stiff 
and] numb, a distracted look on his 
fac e. 

'[n this quasi-religious atmosphere 
itis perhaps appropriate that the first 
of the new generation of pachinko 
halls resembles the temple of some 
esoteric sect. The entrance hall is 
sheath ed in travertine, a bronze elephant 
and some Greek statuary flank the door. 
while the stuffed head of an ox is pro- 
mineritly mounted over the marble wash- 
basin. The pachinko complex features a 
supermarket and bookstore from which 
prizes; can be selected, a TV lounge. 
comp uter-controlled machines, and the 
choice? of either Western or Japanese seat- 
ing arrangements for the player — all 
of the se sections are linked by escalator. 

Drinks, cigarettes and snacks are 
brought around on a trolley by young 
w'ome:n in orange uniforms. The machines 
have earphones offering a selection of 
music: so that the player can be entirely re- 
m ove d from the real world and slide into 
his or: her own “private future.” [d 
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~ Fung at work: one of the > £ 
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death brings 1 
a golden age 4 
closer to its end = 


By Chang Tsong-zung E 
Hongkong: Master cal ligraphe :r and m 
carver Fung Hong-hou: (Feng Kanghou) I 
died here on Decembe t 6 of lu: ng cancer ê 
the age of 83. With his deat h the ai " 
Chinese scholar-artist |:raditic ın lost one of © 
its last creative master s. 3 1 
Calligraphy and seal carvir ig, though NO 
as glamorous as painting, are esteemed ` 
among Chinese conn oisset irs as the sup- - P 
reme expression of schola! rly refinement, _ 
and Fung was one of the ' most importan 
calligraphers and sea!lcarv ers of our time d 
The two arts of calligzrap! ay and sealcary 
ing were wedded in tlhe 1 8th century. 
At the time exciting discoveries sa t 
made in the scholarship of classical 
etymology, which drew many imaginative ` 
minds to ancient tex:ts., and among them 
were the scholar-arti sts. Calligraphers 
who had been exclu: sively preoccupied” 
with the tradition of writing styles from 
the fifth century onw: ards, began to take 
serious note of even e arlier scripts carved 
on stone steles and br onze vessels. £ 
This naturally coi ncided with the in- 
terest of se'alcarvers y who always looked to ` 
Han dynasty seals a: s the finest example | 
of their art. No wonc ler then that great cal- © 
ligraphers who eme! ged at that time were _ 
both sealcarvers an d scholars of etymol- ` 
ogy. This gave vital i impetus to both calli- ` 
graphy and sealcar ving for centuries. — -— 
Fung was born ir | Canton in 1901. At 3 


41 1 




























"Hoan y aina (1849-190 08), p W 
ad once been a house-guest of his ل‎ 
e following year he took formal lessons 
rom the scholar Liu Liu'an, who encbur- 
"d him to take up seriously the study of 
tym ology, so as to raise his art from the 
el of mere craftsmanship. This led Fung 
o cà Pallisraphy and classical scholarship. 
At 15, Fung went to Japan for a couple 
) f ye ears to study weaving and design; this 
sul ed in his designing one of the first 
nodern stage-sets for the great Peking 
)pera singer Mei Lanfang as well as the 
for an opera performed in the honour 
Bengal poet Rabindranath Tagore. At 
ung was already a famous sealcarver. 
? was subsequently recruited into the 
2 rvice of the Government Seal Casting 
Ofi fice. and the high point of his official 
'areer was marked by the commission to 
on and cast, jointly with Wang Fu’an 
1880-1960), the National Seal of the re- 
oublican government. At the time he was 
Hot yet 30. 
| dr 1944 he moved to Macau and ac- 
complished several major series of carv- 
ir ng s. He returned to Canton briefly after 
World War II and came to settle in Hong- 
« 01 ig in 1950. He taught etymology and 
E popular lectures on classics on the 
ic tio, and was. a gifted and generous 























3 3 -= Fung se al: astounding versatility. 


10 cher. Tht re arce. few young calligra- 
s and se. alcarvers in Hongkong who 
re I not indebi'ed to him. 

ie versatil'ity of Fung's art, especially 
se alearving , 5 astounding. Based 
ES on tle sty/le of Huang he later 
ded his m. aster y of skills to cover all 
major schools of the last 300 years, 
en nding them iı 1to lnis own unique style. 
hile he was niot a radical innovator, 
p was a true imas;ter who summarised 
art the brilli anit achievements of the 
idition. 
E nning ostent ‘atious displays, he pre- 
'd the “nature ١1 flavour" of unforced 
. To many c onnoisseurs, Fung was 
act of the last imp ortant sealcarver-calli- 
srs in the liter ‘ati tradition. 
; Arde ıt scholar, master calligrapher, 
at sealcarver, ina lefatigable teacher, he 
ien ted: “My bon tes are about to dry, 
nc I am not yet dor 1e with pas sing on my 
t." The Qing dyri1asty renaissance of 
cholar's art which s hone brilliantly well 
ito the.20th century is rapidly coming to 
end with the pas: sage of yet another 
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may be the death of ‘cities of the dead! 


By Jamal Rasheed 


Harappa, Pakistan: With lirnited re- 
sources how much of the arclhzieological 
past can be saved? This is a pr oblem con- 
fronting most Third World go ve:rnments, 
and nowhere more than in Pa kiistan, be- 


cause on the banks of the Indus; lies one of 


the world's earliest civilisatio ركم‎ the re- 
mains of which are quickly dis: ip pearing. 

Moenjodaro, the famed C'ity of the 
Dead and part of the Indus Val le y civilisa- 
tion, which was built 5,000 ye:ars ago, is 
rapidly crumbling away. Its sister city, 
Harappa, further up the Induis, still lies 
mostly unearthed but local villzigers admit 
that they steal bricks from this < incient site 
to build their own houses. Har appa is so 
badly guarded that local people undertake 
their own excavations at night iin order to 
look for artefacts to sell to to urists and 
take bricks. 

Moenjodaro was an ancient c ity before 
Egyptians built the pyramids. St anding on 
the banks of the Indus, it is now next door 
to the city of Larkana in northern Sindh. 
The capital of this civilisatio n, which 
stretched northwards into Baluchistan 
and southwards into the Gulf, was 
Harappa. Both these meticulo usly laid- 
out cities were discovered as lo: ng ago as 
the 1920s by British archaeologis ts headed 
by Sir Mortimer Wheeler, but ni ne-tenths 
of Harappa still lies undiscover ed under 
sand dunes. The few streets, well -planned 
houses with bathrooms and cent ral heat- 
ing, a drainage system, public l»5uildings 
and temples that have been uncovered are 
crumbling due to salinity — exce ss salt in 
the soil — because the undergroui nd water 
table is too high. The perfectly baked 
Harappan bricks, which have not crum- 
bled in thousands of years, no'w often 
break up in the hand when they arc? picked 
up. 

Moenjodaro is in an even worse strate. 
In February 1983, the director-geiaeral of 
Unesco, Amadou Mahtar M'Bow , niade 
an emotional appeal to the international 
community for funds to save the cities. 
The Pakistan Government has prej»ared a 
master plan to save Moenjodaro ancl has 
already contributed US$6.8 millioni of the 
estimated US$14 million required. lJriesco 
has given a further US$1.8 million.. Some 
60 tubewells have to be sunk aincl the 
salt water pumped out. This would. lower 
the water table and get rid of the diestruc- 
tive surface salts. But so far only at out 12 
tubewells are being sunk every yesir, and 
in the five years it will take to sink: all 60 
there will be little left of the main build- 
ings. 

Unesco teams have tried to rais e ay? 
interest in the country for what M'Bow 
said was "the perfect expression of one of 
the most ancient and richest civilis atio ns 


whose origins remain an enigma . . 
must not be allowed to disappear." How- 
ever, apart from the shortage of funds 
there are some social problems. Pakistan's 
fundamentalist Islamic parties, especially 
the Jamaat-e-Islami, do not want to spend 
money on preserving relics of the pre-Is- 
lamic age, preferring funds to go to restor- 
ing old mosques and other Islamic monu- 
ments. Government officials point to the 
lack of funds, saying that peoplé would 
prefer a factory or a school to be built, 
rather than seeing scarce resources go to 
preserving ancient buildings. 

Meanwhile, Pakistan's few leading ar- 
chaeologists have disappeared to lucrative 
jobs in the Gulf, where ironically many of 
them are working on other Indus Valley 
civilisation sites which have been un- 
earthed there. In the past 18 months, sites 
in Oman, Bahrain and Kuwait have pro- 
vided solid evidence of close trade links 
between the Indus Valley and the Gulf 
countries, and artefacts have been dis- 
covered as far away as Damascus and 
Baghdad. Clearly these ancient people 
were great traders and empire builders. 

Dr Muhammed Mughal, a Pakistani, 
has been responsible for diggings at Saar 
Buri in Bahrain, site of ancient mass-bu- 
rial grounds which are soon to be perma- 
nently covered by a causeway being con- 
structed between Saudi Arabia and Bah- 
rain. There, Moenjodaro seals, clay tablets 
and the still-undeciphered writing have 
been found. There is also evidence of the 
goods exchanged in trade, which included 
vegetables, cotton, peacocks, copper and 
lapis lazuli, a semi-precious stone mined 
in Afghanistan. 

Last December, a French team led by 
Dr Jean Jarriage arrived in Pakistan for 
the ninth year running to excavate more of 
the early , Neolithic settlement at 
.Mehrgarh at the foot of the Bolan Pass in 
Baluchistan. This site, dated 7000 BC, is 
one of the earliest known to man and was 
the forerunner of the Indus Valley sites. 
The site is the earliest Neolithic example 
of domestication of animals, cereal culti- 
vation, pottery-making and other forms of 
craftsmanship. The government could 
well send interested people to help the 
French diggers, and other sites all over the 
country could be opened up in this way 
with a minimum of cost, but gotung is 
being done at the moment. 

Certainly, money does play a large part 
in any effort to preserve a country's histor- 
ical past, but at the same time education, 
mobilising the population, tourism and 
acknowledging history which pre-dates 
Islam can all go a long way, not only to 
preserving the past but to unearthing even 
more of it. 
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POLITICS 


Testing the outside temperature 


North Korea Today: Strategic and Do- 
mestic Issues edited by Robert A. 
Scalapino and Jun-Yop Kim. University 
of California Press, Los Angeles. 
US$20. 


here are two words for comrade in 

North Korean usage: tongji, used for 
“superior”comrades, and tongmu, for or- 
dinary or “inferior” comrades. In Pyong- 
yang, then, hierarchical thinking is not a 
thing of the past. 

Communism in North Korea also bears 
a nationalist stamp of a much higher order 
than in any other country. The official 
ideology of Pyongyang is known as juche 
— which is translated as self-reliance or 
mastery of one’s own fate. The urgency 
with which this is pursued is a result of 
Korea’s history of subservience to the sur- 
rounding foreign powers. President Kim Il 
Sung regards as his greatest achievement 
the throwing off of this straitjacket which 
restricted his country for so long — certain- 
ly he is determined to keep North Korea 
out of the Sino-Soviet confrontation, and 
a delicate balancing act will continue to 
mark relations with those two allies. 

It is true that this stress on self-reliance 
— coupled with the United States' de- 
cades-long containment policy — has li- 
mited contacts with the outside world to 
an extent rarely seen elsewhere. But juche 
(described by one writer as “a sort of 
psychological decolonisation") may have 
prepared the North Koreans to start fac- 
ing up to the outside world with confi- 
dence. For one of the prominent themes 
of the 17 essays in North Korea Today is 
that a turning outward — albeit cautious 
and measured — is under way. 

The reasons are both economic and po- 
litical. The authors conclude that the 
1980s are the crucial decade determining 
whether political power can be smoothly 
transferred to Kim's son and heir, Kim 
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Jong Il, and whether North Korea can 
make the quantum leap from being a self- 
sufficient, but isolated, economy, to one 
able to interact with global trade and in- 
dustrial developments without collapsing 
under the impact. That Kim Il Sung has 
reaped impressive results from the juche 
road he embarked upon officially in 1956 
is attested to by Scalapino, author of the 
definitive work, Communism in Korea, 
and definitely not a Pyongyang sympath- 
iser. 

He writes: “Blessed with manageable 
size of territory and population, as well as 
by those Sinic qualities of organisational 
talent, respect for education and a strong 
work ethic — and avoiding the horrend- 
ous mistakes that took place in China after 
1956 — North Koreans enjoy a considera- 
bly higher living standard than their 
Chinese neighbours. Food self-sufficiency 
was achieved some years ago, and this is 
also the case with other necessities . . .” 

But is this comfortable state of affairs 
about to come to an end as a new genera- 
tion of technocrats — too young even to 
remember the Korean War of 1950-53 — 
replaces the ruling generation of guerillas 
who fought the Japanese and Americans? 
One factor hastening such a change could 
be the present groping for contacts with 
the West and its advanced technology. 


Fo the first time, Kim stressed the im- 
portance of foreign trade in a speech to 
the Sixth Party Congress in 1980, and re- 
cent Japan External Trade Organisation 
figures indicate that North Korean exports 
soared more than 37% in 1982 over the 
previous year, led by steel products and 
machinery. However, to put this in per- 
spective, total trade turnover in 1982 was 
only about US$2.5 billion — the majority 
of which was with the socialist bloc and 
Japan. 

Pyongyang started to release figures on 


North Korea; the two Kims: trying to face up to th 


e world. 
foreign trade in 1979, when it increased 
substantially. The fact that the statistics 
were released at all shows the significance 
attached to foreign trade in recent years. 
Choosing between self-reliance and mod- 
ernisation poses a continued dilemma for 
the planners. However, evidence of flexi- 
bility was shown in 1980 when North 
Korea surprisingly accepted US$8.85 mil- 
lion in technical assistance from the Unit- 
ed Nations Development Programme to 
develop ports, railways and the electro- 
nics industry. 

The main outstanding political prob- 
lems for the rest of the 1980s are: the 
grooming of Kim Jong Il as his father's 
successor, and the impasse in North-South 
relations. These problems overlap to a 
certain extent. The grooming of the 
younger Kim and his promotion to high 
party posts (only nomination to the top 
administrative body, the Central People's 
Committee, stands between him and com- 
bined party-state control) reflects Pyong- 
yang’s propaganda campaign to reunify 
Korea under the leadership of the Kim 
family. 

Prospects of a lessening of tension be- 
tween the North and the South are proba- 
bly worse in the 1980s than they have ever 
been, given Pyongyang's antagonism to- 
wards, and contempt for, South Korean 
President Chun Doo Hwan, and Chun's 
insistence that the North recognise him as 
president of the South as a precondition to 
any contact between the two sides 

With this impasse likely to continue as 
long as Chun is in charge in Seoul, North 
Korea will probably seek to add momen- 
tum to its drive for friends outside the 
peninsula. The danger is that an opening 
to Western influences and another spurt 
of economic development could trigger 
social and political changes which would 
be hard to contain. 

The essays in this book are balanced, 
but the volume shows signs of having been 
put together hastily. The introduction 
hints that the work is the result of a confer- 
ence but does not reveal where or when 
the conference took place. — PAUL WHITE 
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By Richard Nations 


. Washington: In a move likely to renew 
| ` the crackdown on textiles imports from 
— Asia, United States President Ronald 
- Reagan has granted greater protection to 
š Ee politically influential American tex- 
` tiles industry. The decision came after 
= nly two days of cabinet meetings and a 
= successful year-long lobbying campaign 
- by domestic manufacturers, who levered 
— their demands for a tougher import re- 
. gime with threats to derail both the state 
visit by Chinese Premier Zhao Ziyang as 
. well as the White House's electoral stra- 
ey for the southern textiles-producing 
` states. 

The more restrictive import policy is a 
Clear breach of Reagan's free-trade princi- 
ab “ples and likely to strain further trade rela- 
e tions with Asia’s “big three” textiles ex- 
| porters — Hongkong, South Korea and 
- Taiwan — as well as smaller Third World 
producers struggling for a share of the 
newly expanding US market. But it is ex- 
- pected at least to buy peace with Peking, 
= since the domestic manufacturers will now 
_ probably drop their complaint that textiles 
. and garments exports from China benefit 
Jl. po» from subsidies allegedly inherent 
= ina socialist economy. 

Chinese exports will be affected no less 
“than those of other “low-wage country 
Ee under the more stringent im- 
- port regime. Peking considered the sub- 
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Brussels: The trial of strength between 
China and the 10-nation European 
Economic Community over textiles ended 
- in a draw on December 13 when negotia- 
_ tions were suspended without either side 
| having budged on the key issue of quotas. 
The Chinese stood firmly by their demand 
- for increases of 15-20% for more sensitive 
product categories and up to 10096 for 
some others. 

. The EEC was equally determined to 
(keep quota increases largely within the 
. range of last year's bilateral negotiations, 

` when agreements with some 25 “low-cost” 

; suppliers were concluded to the communi- 
ad s satisfaction. But some question whe- 
ther «the first round really did end in a 
7 5 draw, suggesting that China perhaps al- 
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sidy charge particularly insulting and 
hinted strongly that the Zhao visit could 
be cancelled if it were successful. 

Moreover, the new protection for Ame- 
rican textiles is expected to draw money 
back into Republican Party campaign cof- 
fers from the wealthy domestic manufac- 
turers who are strategically placed in 
southern states which have triggered a de- 
cisive regional shift of party loyalty in past 
presidential elections. At stake in the 1984 
election is both control of the senate by 
the Republicans and the White House by 
Reagan. 


The new regime concedes at least five of 


seven demands put forward by domestic 
manufacturers as conditions for dropping 
the subsidy charge against China. The key 
is new standards to trigger a clampdown 
on the several thousand individual 
categories of textiles and garment imports 
which are not controlled under the bilat- 
eral textiles agreements which the US has 
negotiated with more than 20 countries 
under the Multi-Fibre Arrangement 
(MFA). 

The big three, and other exporters al- 
ready well established in the American 
market — those administered under the 
so-called E System — will now be subject 
to “calls” when exports in any uncontrol- 
led category reach 65% of the agreed 
floor, the so-called minimum formula 


` A European standoff 


` China and the EEC fail to agree on the key issue of textiles 
k quotas, though a compromise may be within reach 


lowed itself to be outmanoeuvred by per- 
mitting the negotiations to continue into 
1984." The present agreement, which is 
favourable to the EEC, has been extended 
until 1988; neither side having denounced 
it so far. 

The community has proposed, as an in- 
terim measure, that China's 1984 quotas 
be those for the current year, plus the an- 
nual growth rates written into this agree- 
ment. Some of these rates are higher than 
those negotiated with other Asian coun- 
tries last year. Even so, the net result of 
the community's proposal will be more or 
less to stabilise its textiles and clothing im- 
ports from China. 

When the negotiations are resumed in 
Peking early next year they will be on the 
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eagan cuts his cloth 





Reagan: a breach of principles. 


level (MFL). This establishes the quick 
trigger to negotiate new import restraints 
which the domestic industry demanded to 
avoid the *over-exports" from big export- 
ers allegedly exploiting loopholes in the 
system. 

Calls are a negotiating mechanism de- 
signed to respond to a sudden surge of im- 
ports in uncontrolled categories subject to 


basis of the present agreement, with the 
various modifications and additions to it 
set out in a separate protocol. This 
suggests that China has agreed to maintain 
the clauses favourable to Europe. The 
EEC, however, wants to include the anti- 
fraud and anti-surge clauses, as both ap- 
pear in all its bilateral agreements signed 
under the Multi-Fibre’: Arrangement 
(MFA) with developing. countries. (A 
"surge" occurs when a portion of un- 
utilised quotas from a given year is utilised 
in conjunction se the pone WIE year's al- 
location.) s 

The anti-surge Plon would make little 
difference in practice because China 
makes full use of its quotas. But quotas re- 
main the key point at issue, and Peking 
may find its hand weakened since its ac- 
cession on December 15 to the MFA, 
which governs global textiles trade under 
the auspices of the Geneva-based General 
Agreement: on Tariffs and Trade. The 
community can be expected to point out to 
the Chinese that it cannot concede to them 
terms it denied its other developing MFA 
suppliers and that, if anything, it should 











a quota floor (t e MFL) but not a ceiling; 
the MFL and. consult on a quota ceiling 
over 90 days : 

Two new criteria have also been de- 
signed to gain control of import surges 
coming from new exporters and those with 
a smaller market share and therefore not 

_ Subject to the more detailed E-System 









> If total growth of imports in any pro- 
uct is more than 30% in the most recent 
year, or the ratio of total imports to 
domestic production i is more than 20%. 
P If imports from any single supplier 
equal more than 1% of total US produc- 
tion in that category. 
Either one of these criteria will establish 
"a presumption of market disruption" and 
trigger calls. 
This works against small exporters and 
new entrants since an expanding market 
usually follows slow years in the textiles 
trade's particularly tight and volatile mar- 
keting cycles. In reaction to pressure from 
the domestic industry, the Reagan admin- 
istration embargoed several billion dol- 
lars-worth of textiles imports during the 
first half of the year while negotiating new 
quotas with the big three and China. The 
more automatic procedures of the new 
system are expected to trigger a new wave 
of calis. 

American retailers such as Sears 
Roebuck and K-Mart, which rely on 
cheap clothes from Asia and the Carib- 
bean, fought the new protection vigor- 
ously and have denounced it as inflation- 
ary. The measures are expected to be chal- 

'  lenged in court as illegal under US enabl- 
ing legislation for the General Agreement 
on Tariffs and Trade and the MFA. 


SN a NM DRAK ا‎ 






treat China as a "dominant" supplier. 
In 1982, China ranked third among the 
EEC's "low-cost" suppliers with 78,000 
tonnes of exports, but it may have over- 
taken South Korea for second place, with 
Hongkong still in first place. But Peking 
views its accession to the MFA very dif- 
ferently from the EEC. While rejecting any 
suggestion that it is an important, iauch 
less dominant, exporter, it clearly regards 
itself as a potentially important develop- 
ing-country supplier. China maintains 
that it is therefore entitled, under the 
MFA, to particularly favourable terms of 
entry to the markets of all industrialised 
countries. | 
Community sources believe a com- 





promise over quotas is possible. The in- | 
creases sought by China as regards cloth- | $ 
ing, for example, amount to some 6 mil- | f 


lion pieces in. all. Hongkong’ S] 
quota for trousers alone is 50 millic 








considers seni. sensitive. 





it authorises the US to freeze imports at | 


“nodding and saying yes" 






An agreement could be reached , provided Ti 
... the Chinese agreed to spread the i increase | E. | 

-vover a wider range of items, rather than | Í 
concentrating on those the community | Í 





By Anthony Rowley 
Tokyo: The demands made during United 


States President Ronald Reagan's recent 
visit, that Japan should completely open 
up its capital markets and internationalise 
the yen, have left behind a reaction of puz- 
zlement and some cynicism among 
bureaucrats and bankers in Tokyo. The 
scope and timing of Washington's de- 
mands surprised most senior government 
officials, who believe the measures may 
backfire against the US in the short term. 

What the Reagan team asked for was 
nothing less than that Japan's capital mar- 
kets should move towards becoming as big 
and open as those of New York or Lon- 
don, and that the yen should move to- 
wards parity with the US dollar as an inter- 
national transaction and reserve currency. 
Japan, which is liberalising financially at 
its own pace, was hardly ready for such im- 
perious demands. It fears a yen playing à 
leading role on the international stage 
would spark charges of economic 
"hegemony" from Southeast Asia. 

Privately, senior financial officials be- 
lieve that the US Treasury has cynically 
linked. US businessmen's demands for a 
stronger yen — to aid US exports — with 
the US financiers’ wish for a more open 
field in Japan. But by linking the yen/dol- 
lar parity with the capital-markets issue 
the Treasury has glossed over the fact that 
the two are incompatible and likely to pro- 
duce a further weakening rather than 
strengthening of the ven, at least in the 
short term. 

The US proposals are generating some 


backlash and though the Japanese side ` 


adopted the characteristic. attitude of 
during the 
Reagan visit, there are indications that Fi- 


nance Minister. Noburo Takeshita and his 


US counterpart, Treasury Secre- 
tary Donald Regan, may not 
. be able to agree to con- 
crete proposals on all 
fronts by next 
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of major currencies from previous 
peaks, as of Marc 
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| Washington seeks to hasten the yen’s ‘coming out’ and to 
enlarge Japan’s capital markets — but Tokyo is hesitant ` 
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spring as scheduled. One se nior f 
bureaucrat indicated te 
"spring may stret 
October" while 
mented that “ou 
what different" f 
It may be an- exa 
terise the situation as a start 
the bureaucracy and the go 
Prime Minister Yasuhiro ? 














































Nakasoi € 
though the legislature and the croci 
Japan seem more at odds on various 
these days — but there is a feeling 

Nakasone may have made non-consensi 
concessions to Reagan over finance 
order to help preserve the "Reagason 
relationship on other international 
sues. | 


eagan's visit in November (REVIE 
Nov. 24) resulted in agreement on 
two-phase package of financial telor 
(some of which are agreements only t 
examine rather than implement proposals 
and the setting up of an ad-hoc group 
chaired by Regan and Takeshita. Substan 
tive discussion on the issues will take | la 
between Beryl Sprinkel, Treasury ii 
secretary for monetary affairs on t 
side, and Tomomitsu Oba, vice-min 
for international affairs at the Japane 
Ministry of Finance (Nior y. 2 
Specifically, what the Japanese side a 
reed to during the Reagan visit was to 
d series of measures, onde i 


paene the minimum dénominatk 

yen certificates of deposit (CD) iss 
all banks from ¥500 million {USS 
lion) to ¥300 million. The second cos fs 
> Easing guidelines on the issue. E 
Euroyen bonds by Japanese resider 
» Abolishing the "actual demand". 
ple in forward foreign-exchange 1 
transactions, 
» Expanding the maximum limit C 
issues. 









































| by J: 

n 3 royen bonds. As "much. ior 
erations of Japanese face as for any- 
‘Ise, it seems, the US side agreed to 
curtail the Reagan administration's 
'ë budget deficit and to try to reach 
ment on funding of the International 
ary Fund and the World Bank. 

d-hoc committee which Takeshita 
gan will co-chair will monitor the 
internationalisation of the ven and 
fication put in at Japanese Insis- 
` examine whether the ven rate 
ld. عط‎ different. One senior MoF 
ce confided: "We don't favour the 
ment that the yen rate is necessarily 





is is crucial to the whole debate, be- 
most steps proposed are aimed os- 
bly at inducing greater flows of 
gn capital into Japan in order to 
then the exchange value of the yen. 
Japanese do not accept the basic pre- 
e that it is the "weak" yen which is the 
cause of the Huge US current-account 
it. They. see the problem essentially 
i function of a "strong" dollar caused by 
sistently high short-term interest rates 
ulting from the US Federal Reserve's 
oney policies and the enormous US 
t deficit. 

he US demands are seen as being “full 
contradictions” and, if not disingenu- 
then certainly naive. The genesis of 
the proposals has been odd. 


April this year, Lee L. Morgan, 
nan of Caterpillar Tractor Co. of 
, made a presentation before the 
Foreign Relations Committee in 
h he argued that the “sustained 
valuation” of the yen was the chief 
yn for a difference in relative competi- 
iess of US and Japanese goods in the 
aes He ascribed the yen’s 

ness" largely to lack of investment 
unities (capital inflows) in Japan, 
gu d that though, the yen had 
yened from its low of ¥278: US$! 


n the “appropriate” " rate = would be 
nd 200. He went on to “insist that 
à allow its interest rates to ee set 0y 
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ës, all.of which bear a strong re 
nce to the Reagan opes i 
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reforms, which a led ‘during 
the Reagan visit. “The Treasury got 
troublesome,” as one high- -level source m 
the MoF put it. By this time it was obvious 
that US domestic interest. rates. were 
headed up again, That almost certainly 
means that the US is stuck with a high dol- 
lar for the time being and for the US Gov- 
ernment it is politic to accept the weak yen 
theory. This, however, is not seen in 
Tokyo as the only cause of Washington's 
new onslaught on the yen. | 
Sources in the Bank of Japan, the cen- 
tral bank, say the US Treasury has for 
some time wanted to see the yen used 
more as a currency for financing. interna- 
tional transactions, to provide non-dollar 
international liquidity, and to see it used 
more as an official reserve currency, to 
ease speculative pressures on the US dol- 
lar. By accepting Morgan s call for capital- 
market liberalisation, the Treasury was 
able to ally a powerful trading lobby with 
its own desires for financial reforms, 
“even though it knows the problem of the 
dollar/yen parity. is one of interest rates 
and that liberalisation of [Japanese capital 
markets] will weaken the ven rate in the 
short term," according to an MoF official. 
The implications of this proposed inter- 
nationalisation of the Japanese currency 
are far-reaching. As an official of the 
Bank of Tokyo, Japan’s specialised 
foreign-exchange bank, put it: "Our 
philosophy has been that the Japanese yen 
would play a similar [international] role to 
that of the Deutschemark, but the Ameri- 
cans want it to play a similar role to that of 
the dollar." Or, as an MoF source com- 
mented: “The level of the Japanese capital 
market is now beyond the size and scope 
of that of Frankfurt, but the US wants us 
to make it the size of New York or Lon- 
don." | 


Tokyo: Japan's economy should enjoy a 
domestic demand-led recovery in 1984. 
poe to ecohomists. 1 this proves to 


thus recede, too: 
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| Up to now, Japan’: s economy has reco- - 
‘vered from recession on the back of export 
demand (mainly in the US), which has 


helped exacerbate trade frictions and 
aroused criticism that Tokyo is not-doing 


enough to stimulate domestic demand and 


thereby is 







HUE to act as a locomotive 





. remunerated in yen. This, according to Ja- 


that the time to bi | 
F take : 


p 
only 2-3% of imports are 





nated i in ven 


panese sources, reflects the fact that some 
50% of Japan's total imports are of (dol- 
lar- -priced) oil and a further large propor- 


tion in raw materials from Southeast Asia 


and elsewhere, where exporters prefer US 
dollars to help finance their own imports. 


| Iso, the Euroyen market (ven held in 
banks offshore) amounts to around 
US$30-40 billion equivalent, well under 
10% of the total Eurocurrency pool, even 
after eliminating double counting. The 
yen plays a similarly modest role as an in- 
ternational reserve currency, representing 
around 4% of the relate weights of major: . 
currencies in world reserves compared to 
70% for the US dollar and some 12.5% for 
the Deutschemark. But foreign-exchange 
bankers in Tokyo claim that “any central 
bank which wants yen can get them" and 
that Opec countries, for instance, have 
been building up their ven reserves at the 
expense of Deutschemark reserves. l 

Takashi Hosomi, president of the Over- 
seas Economic Cooperation Fund 
(OECF), Japan's principal foreign-aid. 
E feels the yen should move to a 

% foreign trade-financing role, but at 
"d same time he warns: "If we promote 
the idea of the yen as a regional reserve 
and transaction currency — as a regional 
key currency it will appear like 
hegemony” to Japan's Southeast Asian 
trading partners. 

The Keidanren, Japan's federation of 
economic organisations, suggested in a 
well-argued paper issued in June (in re- 
sponse to Morgan's challenge) that, what- 
ever the arguments in favour of increasing 





the use of the yen as a transaction cur- |... 


rency, "a rise in the yen-settled portion of 


| Japanese imports i IS G. to have any 59 





Japanese 00 demand expansion should. 
help reduce the US dollar/yen Espana 


in international economic recovery. 
Ministry of Finance (MoF) sources in. 
Tokyo. argue that a number of industrial 
economies, including Japan's, will be ac- 
celerating their domestic demand i in 1984 
while US demand will reach a plateau. 
The US-Japan trade imbalance is there- 
fore likely to reduce and at the same time 
the persistence of an overall US curtent- 
account deficit may persuade the markets 
l dollars is over. 
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Nevertheless, several of the measures | 


proposed in the eight-point joint declara- 
tion issued after Reagan s Tokyo visit will 
have the effect of internationalising the 
yen, if implemented. The most important 
of these is the proposed easing of 
guidelines on the issue of Euroyen bonds. 
This, according to one senior Japanese 
banker, is the "first open acknowledg- 
ment [by Japan] of a Euroyen market out- 
side Japan." Like the Swiss and the Ger- 
mans, the Japanese have preferred not to 
see the development of a major offshore 
market in their currency — it can frustrate 
domestic fiscal and monetary policy — but 
now that view appears to be changing. 

If a Euroyen market is to develop in à 
meaningful way it will have to be outside 
Japan. The Japanese authorities are wary 
of markets in which interest rates are out- 
side their control (partly as a result of the 
censure the government earned after the 

` activities of the notorious sarakin, or loan 
E sharks, led to debtors' suicides). So a 
Euroyen market in Tokyo would be as 
strictly supervised as the Securities and 
Exchange Commission regulates New 
York markets. The relatively free and 


easy environment of the City of London is - 


the obvious location. 

Euroyen bond issues have roughly tre- 
bled in recent years to some ¥80 billion in 
1981 but are still very small compared to 
other types of Eurobond issue. Now they 
are likely to be eased for resident issuers 
(except banks), but Japanese securities 
houses will lead the issue syndicates so 
that Tokyo can keep an eye on the overall 
level of issues. 

- Another device which will increase the 
supply of offshore yen is the abolishing of 
the "actual demand" rule on forward 
foreign-exchange transactions. At pre- 
sent, Japanese residents have to verify 
that a purchase of foreign currency is 
based on real demand — usually an under- 
lying trade transaction. So they cannot 
take speculative’ forward  foreign-ex- 





tion, through the discount-rate reduction 
[cut recently from 5.5% to 5%]. Our econ- 
omy is recovering steadily." 

This view is shared by outside 
economists. Hitoshi Okuda at the Nom- 
ura Research Institute does not expect the 
Japanese economy to be export-led in 
1984 as it was in 1983. Japanese total im- 
ports should grow by 6% in real terms in 
1984 while exports rise by 4.795. Japanese 
imports of raw materials will rise as inven- 
tory adjustment finishes and oil imports 
will rise 2% in volume terms after declin- 
ing over the past two years. Nomura ex- 
pects a recovery in consumer spending, 
too, though public spending will be weak, 
largely because of problems of funding the 
budget deficit and fears of a crowding-out 
effect on private investment. 

There are good signs too, according to 
Nomura, on investment. Surveys show 
capital-spending plans revised upwards 
since last spring, on the back of a sharp re- 













McNamar: hoping for a stronger yen. 


change positions. This is the only liberali- 
sation measure likely to have any signifi- 
cant impact on the yen exchange rate, ac- 
cording to MoF sources. 

The proposal for the issue of foreign- 
currency bonds by the Japanese Govern- 
ment seems bizarre. In theory, it is sup- 
posed to draw foreign funds into Japan 
and thus shore up the yen exchange rate. 
In practice, Tokyo is unlikely to be able to 
finance more than USSI-2 billion of its 
total budget deficit of US$60-70 billion 
from such sources and would have to pay 
some five percentage points more than it 
would domestically for the dubious 
privilege of borrowing abroad. It appears 
no more than a political sop to the 
Washington lobbies. 

Likewise the measures on yen-denomi- 
nated CDs are meant largely as a sop to 
US and, by extension, other foreign 
banks. The ability to issue CDs in lower 
denominations than at present will, in 
theory, give the banks greater access to 
yen funds for on-lending, but in practice 
US bank branches in Tokyo have tended 
to use only around 30% of their currently 
available CD limits, according to official 


covery in corporate profits. Nomura ex- 
pects corporate profits to rise overall by 
11% in the second half of the current fiscal 
year (ending March 31, 1984) and to rise 
by 21% over the year as a whole. Capa- 
city-utilisation rates are rising rapidly in 
industries such as integrated circuits, video- 
tape-recorders and precision instru- 
ments, so investment there is expected to 
rise especially sharply. Okuda noted that 
even the cautious Ministry of Interna- 
tional Trade and Industry has joined the 
more bullish Economic Planning Agency 
in forecasting domestic recovery, though 
that may not have been unconnected with 
the general election on December 18. 

A strengthening yen — Nomura expects 
an average exchange rate of *230- 
220:US$1 in 1984 against an average of 
Y238 in 1983 — will help the economy 
too. Given that some 40% of Japan's ex- 
ports to the US and 3575 of its exports to 
the European Economic Community are 
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WONG MS 
sively that this is because the foreign ` 
banks “have no good clients" in Japan. — . 

To a certain extent, the proposed yen ` 
bankers’ acceptance (B A) market is also a ' 
device to appease foreigners. An official i 
of the Bank of Tokyo described it as a> 
need for Tokyo to have "the sare sorts of - 
paper [financial instruments] for non-rese | 
dents as they have." ES 

Provision of yen-denominated BAS iS 
seen asa natural extension of the principle ^ 
that the yen should play a greater role in — 
trade finance, though few Japanese banks ~ 
are in favour because it will bring: a greater — 
range of players into trade finance and” 
thus reduce bank margins. It would be^ 
good for traders — if a greater proportion: 
of trade transactions came to be denomi- © 
nated in yen. In ary case, itis likely to take | 
five years to develop. P 

In a study pulolished earlier this year, > 
Japan's Council of Economic Advisers | 
(drawing on à Treasury report) said: 
"Japan has atternpted to isolate its domes; © 
tic capital market from world capital mar — 
kets, but this hias tended to limit capital << 
outflow rather than inflow, supporting — 
rather than weakening the yen. Japanese. 
capital controls have been relaxed in f€ 8 
cent years, a move which the US supports, | 
even though the result will be a weaker | 
yen and an increase in Japan's current-ae- T 
count surplus." " 


ong-term capital has flowed out of | 

Japan at a consistently higher rate than 
foreign capital into Japan for a number of — 
years, but over the past three y'ears, since. — 
Japan liberalised its residual f.oreign-ex- | 
change controls, short-term inf] ows (sec ` 
urities investment) into Japan .have ex- _ 
ceeded outflows. In 1982, for instance, net. — 
short-term inflow reached US$6.4* billion — 
equivalent against net outflows of UJS$6.2. — 
billion in portfolio investment. In: 1980 | 
and 1981 muc'h more of this type of money ` 1 

` - ` ‘4 
was sucked into Japan on the back of | 
foreign-exchange liberalisation than out. _ 
The inescapable conclusion is that i t § 
= 











already under some form of “voluntary re~ ` 

straint” they are not much affected by 7 
price competition on the exchange rate, _ 

But raw materials imports, on which _ 
Japan is heavily dependent, will beco e 

cheaper on the back of a stronger yen and _ 
thus, Nomura expects, both profit mar _ 
gins and consumer demand will rise. Ja- _ 
panese workers’ wage demands, too, are ` 
expected to be ameliorated as a result of © 
decreased inflation. 

A forecast 4.4% rise in Japan's real” 

gross national product in 1984 — against — 
3.2% in 1983 and 2.9% in 1982 — comes 
from Daiwa Securities Research Institute. 
These figures are very close to Nomura's Î 
estimates. All this is predicated, however, ~ 
on the assumption that world imports will — 
remain strong in 1984. Daiwa, for in- < 
stance, assumes that the volume of world — 
imports will grow 4.9% in 1984 (excluding — ` 
Japan) after a 1.2% rise in 1983 ant a fall — 
of 3.3% in 1982. —ANTHONY ROWLEY 
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asily, and the "yen PARS 
under which Japan is believed to 
pulat the yen's value to aid its 
gn trade, dies hard. Perhaps the most 
phisticated version of this theory comes 
n James Abepglen of the Boston Con- 
g Group, who wrote recently: “Be- 
١ [Japan's] trade surpluses can be 
| by controlled capital outflows, the 
ice Ministry if it chooses to can deter- 
the range in which the yen will 





















































is is totally at odds with the current 
omplaint that Japan has put a one- 
d emphasis on capital outflows. Tak- 
long-term and short-term capital 
ents together, there is no evidence 
either argument is true. As the 
inren. remarked in its paper: "Even 
^ £apital outflow and inflow have 
liberalised to the same degree, it 
mot. follow that two-way capital 
ments will even out. There can be a 
outflow or inflow, depe nding on the 
terplay of market forces." 

ne of this has prevented the US, and 
i too, to some ex tent, „telling 


jul: Reduced cost-effectiveness and 
€:d projections for future energy de- 
ind have led planners to scale down 
ta Korea's ambitious nuclear-energy 
ramme. Although the firal details of 
hange in policy are not yet settled, 


ti her revisions to me fifth five- ya 


December, . 

energy's declining cost-effec- 
s partly the result of falling prices 
lternative energy sources — particu- 
coal — in addition to higher-than-ex- 
costs of purchasing and maintain- 


oard is particularly concerned 
1e large outlays involved in import- 
plants, which add to the country’ S 
ternal debts. 

ding mission from the World 
visited South Korea recently 
ed that the government take a 


git re aed. 0 rates inre- 
years have added to the cost of 
sing plant purchases and soaring US 
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luclear plants. The Economic Plan- 


d look at its pu enctey pu 


inge rates have further aggra- 


enance costs have also proved. to 
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lending i is likely tob 
and reserve requirements. 


"he next step is to liberalise deposit’ in- 

terest rates but, as far as small depo- 
sits, at least, are concerned, this is compli- 
cated by the powerful position of the Post 
Office savings scheme. Wholesale deposit 
rates will probably be liberalised first. 
Once deposit rates have been freed, it will 
be easier to free prime lending rates, cur- 
rently linked at the short end to Japan's of- 
ficial discount rate and at the long end to 
financial debentures issued by trust banks 
and others, The system is restrictive, but it 
has been changing steadily as banks are in- 


| creasingly disintermediated by the growth 
| of domestic equity and bond markets, and 


by increasing Japanese access to interna- 
tional financial markets. 
The Reagan mission pushed hard on the 
Japanese to liberalise deposit rates, to de- 
segregate its banking system (at present 
compartmentalised into city banks, trust 
banks, regional banks and so on), and to 
enlarge its short-term money markets. 
But the Japanese increasingly feel they are 


be Higher than expected. The problem of 
nuclear-waste disposal has still not been 
settled; waste from South Korea's three 
operating plants is being stored on a tem- 


porary basis until a committee in the 


Ministry of Science and Technology finds 


a more permanent solution. "No one has 


dared to calculate the costs of nuclear- 
waste disposal," said Lee Hoe Sung, à 


senior adviser to the government on 


energy matters, who expects them to be 
well above earlier assumptions. Safety- 
monitoring costs also are likely to be 
higher than originally planned. 

Alongside rising nuclear costs, the ex- 
perience of the past two years has shown 


that earlier assumptions regarding future 


demand growth and oil and coal prices 


were overblown. Oil prices were expected 


to rise an average of 6% a year when the 
fifth five-year plan was drafted in 1981, 

carrying coal prices upwards. But in 1983 
oil prices were stagnant and coal-import 


١ prices have dropped from around US$70 a 


tonne to US$50-60. The drop in coal 
prices has made coal-fired power plant 


running costs competitive with nuclear 


plants. On the other hand, projected an- 
nual increases of 9.8% in demand for elec- 


tric powerset in 1980 for the rest of the de- 
. cade have proved to be wrong. | 


tere iy 
in favour of more open- -market operations 
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West C EUrope n countries and the United 


the best way for the future of Japan. AC 

The recently established Japan Centre 
for International Finance, set up initially 
to monitor Japanese banks' overseas loan 
exposure, is working on a study which 
should make “a logical presentation that 
exchange rates are not affected by the 
structure of financial markets." It will also 
probably argue that "financial markets in 
Japan are less free but are better instru- 
ments of policy implementation." A 
Tokyo banker put it another way: "Paul 
Volcker [the US Federal Reserve chair- 
man| can boast of controlling interest 
rates or monetary aggregates, but not 
both. We can.” . 

Perhaps when some of the political heat 
has gone out of the situation — and Japan 
is good at absorbing the kinetic energy of 
foreign demands by readily agreeing to 
examine (though not necessarily imple- 
ment) them — the cause of the present 
friction will be seen to be deeper than cap- ` 


| ital markets or exchange rates. As Hosomi 


at OECF put it: "What we should have 
reached is an understanding with the US 
to keep monetary policies In concor- 
dance." du 


For example, in.1982, demand for elec- 
tric energy grew by a mere 6.9%, while 
this year demand soared to register a 13% 
increase, according tc preliminary esti- 
mates. Nuclear plants are not well suited 
to this sort of large fluctuation in demand. 
Once in operation they must run at full ca- 
pacity. 

The Ministry of Energy and Resources 
is still in the process of finalising its part of 
the five-year plan revision, so the scale of 
the likely slowdown is still not certain. In 
1982, 8% of South Korea’s electric-power 
output was from nuclear sources; this . 
grew to 17% this year with the opening. of 
two new plants. Construction of six addi- 
tional plants is currently under way, and 
when these are all operational in 1991, 
37% of total power output is planned to 
come from nuclear plants. Bidding for the 
11th and 12th reactors was expected some 
time early next year, but reports here now 
confirm that construction of these reac- 
tors, originally scheduled to start some- 
time next year, will now be put off - 
until 1986 or later. Lower-than-projected _ 


energy demand and rising construction 


costs are the main reasons for the changes. 
Construction and operation costs have 
risen 30-5096 compared to projections. 
South Korea is not the only country to 
be having second thoughts about its nu-. 
clear-power programme. A recent report 
by the Worldwatch Institute has stated 
that high costs and falling energy demand. 
have slowed nuclear development in most 
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Razaleigh; Petronas refinery: oil represents a quarter of private investment. 


Seeking q private push 


The recent budget marked a change of direction for Malaysia, 
with the government pruning its role in growth generation 


By Philip Bowring and James Clad 


Kuala Lumpur: The recent budget may 
prove to have been a watershed in the 
evolution of the Malaysian economy. The 
budget, the eighth to be presented by Fi- 
nance Minister Tunku Razaleigh Ham- 
zah, was well received (REVIEW, Nov. 3). 
That was primarily because, contrary to 
expectations, it imposed no major tax in- 
creases and relied on hefty spending cut- 
backs to keep borrowings within what 
were regarded as prudent limits — pru- 
dent with respect both to the size of the 
foreign public debt and the government’s 
share of national savings. 

But this budget seems much more than 
just an annual adjustment to prevailing 
budgetary circumstances. Instead, it was a 
radical; one-off downgrading of the gov- 
ernment sector in the economy. It marked 
official recognition that the economic and 
revenue circumstances which prevailed in 
the decade up to 1981 and underwrote a 
massive expansion of the public sector 
have changed fundamentally. The budget- 
ary problems were now seen as not just a 
consequence of two years of world reces- 
sion which would disappear with the next 
cyclical upswing. 

The period up to 1981 had seen huge 
progress — but financed partly by the 
boom in oil production and partly by a sus- 
tained gain in the terms of trade, which 
caused real disposable incomes to rise 
even faster than gross national product. 
Now major gains in the volume of com- 
modity exports are more difficult than in 
the period 1970-81, while terms of trade in 
the médium term may at best be static. If 


the recent improvement does not hold, 
further downward adjustment of spending 
goals may be needed. 

The budget cuts were made easier by 
the fact that an upswing in trade already 
was well established. Thus the govern- 
ment is not being seen to depart too pre- 
cipitously from its traditional counter- 
cyclical spending role. Indeed, the cuts 
now, at a time of improving export prices, 
will give a little room for counter-cyclical 
spending during the next external 
downturn. 

However, this should not detract from 
the fact that the cuts were a brave measure 
politically. They showed the government 
was willing to tackle the foreign-borrow- 
ing issue while it was a potential problem, 
rather than waiting for it to become an ac- 
tual one. It responded to external as well 
as internal fears that debt could become a 
danger if structural adjustments were not 
made. It also allayed fears that the public 
sector had grown so large that contain- 
ment rather than contraction was the best 
that could be expected. In fact, if budget 
forecasts are fulfilled, it is being sent into 
headlong retreat. 


n one sense, this process is entirely in 

line with the “privatisation” policy being 
pursued by Prime Minister Datuk Seri 
Mahathir Mohamad to encourage the 
development of the private sector by, 
among other things, the privatising of cer- 
tain state-owned commercial activities. It 
is also in line with the private-sector em- 
phasis of both the third and fourth 
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Malaysia plans. Both stated categorically 
that the private sector’s relative impor- 
tance would increase. In reality the re- 
verse was the case. 

There was a period of stability in the re- 
lative size of the public sector in the late 
1970s, but this was partly the result of 
buoyant commodity prices boosting the 
private sector and partly the huge rise in 
oil-industry investment, which is counted 
as private sector. The oil industry cur- 
rently represents a quarter of all private 
investment. 

The first assault on the public sector 
came in 1982 when, faced with a deficit of 
horrifying proportions, projected spend- 
ing that year was slashed. As a result fed- 
eral government development spending in 
1982 increased only 1% to M$11.5 billion 
(US$4.91 billion) compared with an origi- 
nal budget projection of a 16% increase. 
But that was regarded as an emergency 
measure, though one given permanent 
status in the 1983 budget. The latest: 
budget is more drastic and makes it clear 
that there has been a radical and perma- 
nent shift in the role of the Malaysian pub- 
lic sector. 

Development spending is set to fall by 
almost M$3 billion to M$9.45 billion, a de- 
cline in real terms of some 26%. It follows 
declines of 11% in 1983 and 3% in 1982. 
Meanwhile, operating expenditure which, 
in most of the five years up to 1981 had 
been growing by double digits even in real 
terms, has been held down for three suc- 
cessive years to a 6-7% nominal level, or 
around 3% in real terms. 

Given the growing burden of debt ser- 
vice, which has risen from 13% of operat- 
ing expenditure in 1981 to a projected 
25% in 1984, the figures show a decline in 
other spending. The category to suffer 
most has been grants to states and statut- 
ory bodies. But there has also been a real 
reduction in per capita spending on social 
services such as health and education. 

The net result of all this is that govern- 
ment overall spending as a proportion of 
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and up to 1981, has 

versed. Roughly the same trend, though 
in more muted form, is evident in the pub- 
lic sector’s share of GNP. Public-sector in- 
vestment spending in real terms is forecast 
to decline by 4% in 1984 following an 11% 
decline in 1983. 

Some economists say this overstates the 
case for the decline in the public sector be- 
cause, though the public sector includes 
the Malaysian International Shipping 
Corp. and the Malaysian Airline System it 
excludes the likes of Permodalan Nasional 
Bhd (PNB), Pernas, Bank Bumiputra and 
the Heavy Industries Corp. of Malaysia 
(Hicom). The effective public sector in 
Malaysia is considerably bigger than the 
official one, but that does not counter the 
trend. 

Indeed, public-sector investment, 
though fluctuating considerably as a pro- 
portion of total investment from year to 
year, has remained quite stable as actual 
capital formation has been undertaken by 
operations originally funded by govern- 
ment but which are now deemed to be pri- 
vate sector. Transfers from government to 
the bumiputra institutions have slowed, 
thus reducing their ability to expand 
further through borrowings. Of them, 





only Hicom is set for substantive growth, 


though Bank Bumiputra will need a new 
capital injection to cover its huge Hong- 
kong exposure (REVIEW, Nov. 24). 


he latest reductions were certainly 
needed. Even with the cuts previously 
imposed, the government deficit had been 
running at an average of M$11 billion a 
year for the past three years. A growing 
proportion of it — M$5.2 billion in 1983 — 
was having to be funded overseas to keep 
the borrowing requirement from squeez- 
ing out the private sector, and to generate 
the capital inflow to finance the current- 
account deficit. 
The government deficit in 1983 was 
nearly 16% of GNP. The current-account 


. deficit, meanwhile, has, thanks to higher 
- commodity prices, slimmed from M$7.6 


billion in 1982 or 13% of GNP to M$6.5 
billion or 1096 of GNP to a forecast M$4.5 
billion or 6% of GNP in 1984. This is still 
high. Even the projected narrowing will 
still leave it in the same league as the 
Philippines. If *errors and omissions" — 
mostly unrecorded capital outflow — are 
included, the deficit would be M$1.5 bil- 
lion or more higher, leaving: an overall 
financing requirement as high as M$6 bil- 
lion or more. | 

Malaysia’s foreign debt is still quite 
modest. Public and guaranteed term debt 
is now M$17.8 billion, or 28% of GNP and 
52% of exports of goods and services. This 
compares with comparative figures for 
Thailand of 20% and 71% and for South 
Korea of 38% and 89%. 

The rate of growth, however, has been 
stunning, with official debt up from M$4.8 
billion to M$17.8 billion in only three 
years. In addition there has been substan- 
tial borrowing by the private sector, par- 
ticularly in the past year. The size of pri- 
vate borrowing is not known, but total 
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foreign term diebt is probably now in ex- 
cess of M$25 billion. In addition, there has 
been a substaritial increase in short-term 
liabilities of Malaysian banks, either by 
borrowings offshore or by swaps with 
foreign banks needing Malaysian dollars 
for lending he re. Another three years of 
an average M$ 7.5 billion external borrow- 
ing requireme nt would have taken exter- 
nal debt to aro und 60% of GNP by the end 
of 1986, assuiming nominal 8% annual 
GNP growth. 

The cutbaciks in government spending 
and improve ment in the terms of trade in 
the past few rnonths will reduce the bor- 








rowing requirement to sustainable pro- 


portions. Butt it is still a substantial 6% of 
GNP. The government will want to see 
further reduicitions yet before being pre- 
pared to pla‘y :a more expansionary role. 
Whatever explanations are offered for 


its relative die:cline, force of circumstance 


would eventually have reversed public- 
sector growth. While most Malaysian 
analysts seern to welcome the budget’s de- 
cision to cuit the public-sector role now, 
the real test is yet to come and will turn on 
the political a nd social impact of slowed 
publicly funde d development. 

The change is a signal that Malaysia 
faces more clifificult times and that the pri- 
vate sector will have to put in a spirited 
performance iif the country is to return to 


One of the few almost certain conse- 


quences of this is that the manner of own- 


ership restructuring, or bumiputra-isation, 





will Change. The pace will also probably © 


slow. Hitherto, a large part of the restruc- 
turing has been achieved through acquisi- 


tions of existing assets or direct commer- ^ 


cial stimulation by government-funded 
trust institutions such as PNB, Pernas, the 


Urban Development Authority (UDA) ` 


and Majlis Amanah Rakyat (Mara), à NE 
1 


bumiputra and 
agency. 

Their funding has been slashed. Mara’s 
allocation declined from M$67 million in 


training promotion 


1982 to M$42 million for 1984; UDA'S | 


from M$280 million to M$97 million; PNB 
got M$600 million in 1983 but nothing in 


the latest budget. The Bank Bumiputra bs 


scandal may also reduce bumiputra in- 


stitutions’ access to government funds. ` 


One immediate consequence of reduced 


funding is the apparent stalling of restruc- i J 
turing of major foreign banks — notably ` ` 


the Hongkong and Shanghai Banking 
Corp. and the Chartered Bank. 


Ar’: result of the decline in govern- ~ 


ment funding is that, if the سس‎ 
momentum is to be kept up, there will 


need to be a more rapid growth of the pri- ` 


vate corporate sector as a whole. The 
commercial banks also will need to play a 
much more -active role in funding 
bumiputra participation in it. More im- 
aginative ways of increasing individual 
bumiputra ownership and entrepreneur- 
ship may also need to be explored. 

One very different consequence of the 
reduced role of the government is that 
rural unemployment may rise as the job- 
creation impact of rural-infrastructure 
development diminishes. The impact will 
not be as sudden as the raw budget figures 
suggest. Efforts are also being made to let 
the burden of the cuts fall on import and 
capital-intensive projects. 

However, there is no doubt that the new 
circumstances will work their way through 
to employment. This may help the private 
sector in the short term; agricultural out- 
put in some areas is being affected by 


labour shortage. But it could reduce the — 
impetus for higher productivity in agricul- ` 


ture, which badly needs the prospect of 


land and labour productivity gains if itis | 
going to continue to be a significant con- ` 


tributor to GNP growth. 
At the same time, a slowed rate of gov- 


ernment spending could, if carried out ` 





without much discrimination, disadvan. 9 


tage poorer states where alternative em- 


ployment is more limited and which have ` 


been major beneficiaries of New 
Economic Policy efforts at income redis- 
tribution. 

The most fundamental question, 


though, is how effectively the private sec- 
tor will take up any slack left by the retreat 
of the public sector. Non-oil private in- 
vestment has performed well enough in 
recent years responding to the generally 
ready access to funds at (by current inter- 
national standards) low and stable interest 
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s: *Estimate Projection. 
es. But critics argue that it has been too 

y concentrated in the property sec- 
first in housing and more recentiy in 
cial buildings. Its prosperity has 
consequence of rising incomes gen- 
by other sectors and by the nation's 
ms of trade. It has been a follower, not 















imilarly, those manufacturing indus- 
les which have prospered and attracted 
ch new investment have been con- 
mer goods and building materials, plus 
palm oil processing, which is close to 
aration. Manufactured exports have 
wn spectacularly, but they are domi- 
nated by foreign-owned electronics as- 
nbly with low — but slowly growing — 
se added and little linkage to the rest of 
he economy. The textiles sector, which 
has had a steady export growth, does have 
ges. But its potential is limited by 
10tas and foreign competition. The only 
rea, say critics, in which there has been 
nificant broadening and deepening of 
industrial sector to make it a leader in 
lopment is petroleum-related — 
f downstream petrochemicals or 
Iding of platforms and service vessels. 
h the decline in the resource-export 
h rate and terms of trade after a long 
rge; manufacturing, whether export 
ed or further import substitution, is 
‘way to sustain GNP growth at his- 
1 Untortunately, the Malaysian 
ليده‎ which is now e to 
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turn from these projects rather than the 
purely financial ret'urn of private-sector 
calculations. Whate ver their drawbacks, 
Hicom projects rnay show a better 
economic rate of return than many of the 
infrastructure projects which have been | 
bearing the brunt of the pruning of the | 
development budget. 
In other words, the dirastic cutting back | 
of development spending has created | 
some room for the growth, mainly via 
large borrowings, of the semi-public cor- 
porate sector. That in itself will in time 
produce an important change in the bal- 
ance of the economy. At the same time, an 
enhanced state role in manufacturing in 
no way contradicts the ain? of a decreased 
public role in the services sector. Local 
entrepreneurship can be ex pected to thrive 
in service industries. The private sec- 
tor may also respond to thi: challenge of a 
more : sluggish domestic market by better 
developing export industries such as food, 
rubber and timber processing, which are 
not inordinately large scale or capital in- 
tensive. 




















U `. to cut spe nding has pre- 
vented the need for increased tax rates 
this year. However, such anajoparently pain- 
less solution may not be a j»ermanent re- 
medy. The oil boom of the p ast decade led | 
the way in financing massiv e increases in 
government spending while: allowing im- 
posts on producers of other export com- 
modities to be drastically reduced. 

The contribution of non-o il export taxes 
fell from 1175 of revenue in 1970 to a pro- 
jected 3% for 1984. Overall! import and 
excise duties fell from 33% to 20% despite 
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which rose from 7% to 10%, reflecting the 
growth and prosperity of the urban middle - 
class and improved collection. Mean- ^. 
while, revenue from petroleum rose from 
almost nothing in 1970 to a peak of M$5.3 
billion in 1982, or 31% of all revenue — 
M$2.08 billion in taxes on oil companies, 
M$425 million in oil royalties, M$1.35 bil- 
lion in oil-export tax and M$1.45 billion in 
Petrónas dividends to government. Gov- 
ernment revenues from oil fell in 1983 and 
were expected to decline further in 1984 to 
M$3.94 billion or 21% of total revenues, 
despite continuing increases in produc- 
tion, primarily as a result.of lower profits. 

The 1984 budget indicates thàt the 
major shift away from the excessive oil de- 
pendence of the revenue has now been 
made. However, it is still not clear where 
the revenue growth. fieeded to prevent 
further falls in government expenditure 
will occur without tax increases. Oil and ` 
gas revenue will probably rise again, but at 
best onlv in line with production. Corpo- 
rate and personal income-tax receipts 
should both continue to rise faster than 
nominal GNP. | 

But other revenue could. pose a prob- 
lem. Non-oil export duties are already in- 
significant, with only rubber contributing 
substantiallv, though palm oil may too if 
the present boom is sustained. Certainly, 
the only reason for maintaining palm-oil 
and tin duties seems to be to catch any 
windfall. 

Import duties are seen as a distorting 
and unsatisfactory way of raising revenue, 
though they have been playing an increas- < 
ing role owing to the consumer boom, 
while direct tax rates are already high 
enough, Looking ahead, the government 
is likely to be faced either with raising con- 
sumption taxes, or taking an axe to recur- 
rent spending where the only simple -— 
but politically unpopular — cuts would be 
in subsidies, most obviously that for diesel ` 
fuel, now costing M$500 million a year. ^. 
The subsidy is to help smallholders and 
fisherman but it is also a boon for road- 
transport operations and fuel traffickers. 

This year’s budget is; then, the first of 
several where really difficult choices be- 
tween taxes, development spending and 
recurrent spending will be necessary. That ` 
is achange indeed from the years when the: ` 
government's biggest problem was imple- 
lo- 


















cated funds. 

Even now, the role of federal E 
ture in the economy Is very large, even by 
the standards of developed industrialised 
nations. This has always been the case — 
even in colonial times — due to the ease 
ااا ا‎ ommodities can be 
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ples Hotels Meridien Singapore soon. 





Say hello to a Singaporean France's acknowledged á 
and his easy reply could be culinary master, Louis Outhier, 

in any one of four languages. will oversee the elegant 5 

In a place noted for its cultural Restaurant de France. ° 2 
diversity, a new culture is At the Meridien Changi- ç 

about to join in. Singapore, the tranquil rural 

Two very French hotels, the setting will offer sailing, “Offer valid until May 31, 1984 

Hotel Meridien Singapore swimming and golf. 

and Hotel Meridien Changi- Restaurants with a decidedly pp 





Singapore will open December 1, French flavour complete the 
1983 and mid 1984, respectively. picture. AAD 


The Meridien Singapore will At either Meridien in 
bring a French emphasis in Singapore, we look forward MERI DIEN 
service and cuisine to fashion- to greeting you soon with a 

able Orchard Road. friendly ‘bonjour. LES HOTELS D'AIR FRANCE 





The Hotel Meridien Singapore and Hotel Meridien Changi-Singapore are owned by the Harapan Group. 

For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Meridien Singapore, 100 Orchard Road 
Singapore 0923. Tel: 7332878, 7338855, Telex: R850163 HOMERI. There are over 40 Meridien hotels worldwide in Tokyo, Hong Kong, 

at Hong Kong airport, Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. ب‎ 


A FASTER AND 
MORE POWERFUL COROLLA. 


FACT a The new 1.3-litre engine designed for Corolla delivers more torque than any 
sengine in its class. Plus more power and, amazingly, more fuel efficiency. It's 
lighter, more compact, and offers more efficient fuel combustion. Significantly, there is less 
friction so engine life is longer. Using advanced techniques, Toyota created new aluminum 
cylinder heads, advanced-designed combustion chambers, lightweight pistons and newly 
designed piston rings. 


FACT: new aerodynamic styling also adds to performance and fuel economy. 
"From its sloping nose, through smoothly curved contours, to its high tail, this 
“family” car has a Cd (coefficient of drag) of only 0.35. That's outstanding even for a sports car. 


FAC Tic? new performance will surprise you. Acceleration is fast. Power is 
"there when you need it. Rack and pinion steering makes handling precise and 
easy. And, with the widest tread in its class, plus four-wheel independent suspension, 
Corolla has sports car stability. These are big advancements for Corolla. Experience them 
for yourself. Facts come alive when you drive Toyota. 











Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
. . events, compiles analyses and interprets them. No 
— businessman can afford to ignore them. Nor can any 

¿“executive or scholar or anyone who has dealings with 
^. Asia. Decide for yourself whether any other single 
. medium puts the economic, social and political realities 
. of Asia at your fingertips as does the Asia Yearbook. 


_ Now In Its 25th Edition 

. The Asia 1984 Yearbook, celebrating its 25th anniver- 

sary, is bigger and more comprehensive than ever be- 

` fore. Matching the rapid pace of Asian development, we 
_ have gone into greater detail, with deeper insight, to pro- 
` duce a book that anyone who has any dealings with Asia 
. Should have on the bookshelf. 


. Features 

|. The Asia 1984 Yearbook includes two new chapters in 
. the Special Section, namely Commodity Futures and 
. Asian activities at the United Nations. You will find fami- 

liar chapters and features as well: a Regional Round-up, 
- The. Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
- modities, Aviation, Shipping, Trade & Aid, West Asia, 
- South Pacific and Asian Organisations. 
The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ire — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
€ jas and. New Zealand, and then back to Pakistan via 

















r ol tables and Graphics to illustrate the material, in- 
uding. a full y uus of every country. 












untry is discussed with up-to-date reviews of its 
and Social Affairs, Foreign Relations, Economy 
nfrastructure. The Yearbook gives you localised, 
t-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
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. social a En Eu l ndmark: 3 Each e has 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 


experts. 4 
How We Did It = 
Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff coniribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 





To: Publications Division, FAR EASTERN ECONOMIC 
Far Eastern Economic Review, 
G.P.O. Box 160, 


Hongkong 
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Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 
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: With no > reschedum 
seems set to extend 


By Jose Galang 


Manila: Philippine monetary officials 
“went to New York in late November full of 
. hopes that, with the experience gained by 
E untry's creditors in recent debt 
hedulings in other parts of the world, 
gotiations onits own foreign debt would 
proceed smoothly. That, however, has ap- 
` parently only made the creditors tougher 
» and more determined to ensure that the 
-final rescheduling package is viable.” 
< > The talks with the advisory committee 
~ ofthe 12 biggest of the country's 350 com- 
mercial-bank lenders, though taking 
longer than the original schedule of 
- November 30-December 2, failed to 
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finalise terms on Manila's request for a 
package including restructuring part of 
_ existing loans, resumption of trade financ- 
ing and granting of new money. "We 
made progress in trying to work out the 
structure [of these facilities] but we were 
not able to complete it," Prime Minister 
and Finance Minister Cesar Virata said on 
December 16, two days after he returned 
-; from the negotiations which he now hopes 
to resume on January 4. 

Reports that the Central Bank of the 
Philippines inflated. its reserve calcula- 
tions by some US$600 million for the bet- 
ter part of 1983 — which were acknow- 
ledged by central bank governor: Jaime 
Laya — clearly have irked many bankers 
but do not appear to threaten the eventual 
agreement on a rescheduling package. 

The bankers wanted first to see clear ac- 
-tion by the International Monetary Fund 
on its standby credit worth 615 million 
special drawing : rights, or SDRs 
(US$645.7 million). But the IMF was in 
hurry to give its “good-housekeeping 
seal” to the Philippines’ proposed 
economic programme which will accom- 
pany the new IMF credits. Rather, it in- 
sisted on verifying in Manila certain 
` economic-performance data upon which 
0 credit release depends. 


h 















-suade IMF: managing- g 
Or Jacques de 
siére, who earlier . 
had approved in prin- 
ciple the fund’s assist- f 
» ance, to issue a telex: 
expressing support for ° 
the financing package’ 
to be obtained from |^ 
f the banks,  multi- [- 
. lateral lending institu- 
tions .and  govern- 
ments of the Philip- 
pines’ principal trad- te 
‘Ing partners. ا‎ 
. The Philippines f 
. wants ^to restructure 
more than US$9 bil- L 
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ing yet agreed, the Philippines 
ts debt moratorium 


lion of its total foreign debts of US$24.6 
billion. It is also seeking US$3.3 billion in 
new financing, of which half will be raised 
by the commercial banks, and half by the 
multilateral agencies, such as the World 
Bank and Asian Development Bank 
(ADB), and the Philippines’ trading 
partners (notably the United States and 
Japan). 

It now appears that agreement will not 
be reached by January 16, 1984 — the date 
on which the current 90-day moratorium 
ends. Bankers are convinced the 
moratorium will have to be extended, pos- 
sibly by another 90 days. Virata said a re- 
quest for such an extension — also to be 
expanded to include interest payments 


(on which the Philippines should techni- | 


cally be in default because of inability to 
pay at least some of those which fell due 
during the current moratorium) — “will 


be issued probably before January 16." | 
He had earlier hoped that the negotiations | 


and documentation relevant to the debt 
rescheduling would be completed by mid- 
January. 


e Larosiére wanted to see how the | 


Philippines had actually performed 
against its earlier letter of intent, when it 


sought a new standby facility for the rest of | 
1983 and the whole of 1984. An IMF | 
team arrived in Manila in the second week | 
of December to check on the progress | 
made specifically in reducing both the | 
budget deficit and credit expansion. Both | 


measures are' aimed at narrowing the 
balance-of-payments deficit. 
wanted to be assured of the Manila gov- 
ernment's ability to stick to the extreme 
austerity measures, the condition of 
further financial assistance. (One source 
following the rescheduling negotiations 


closely. said a reason the IMF team re- 


turned to Manila was to accurately assess 


| export potential for 1984, contending that 


Commercial banks 


government estimates of f US$5. 5 billion i in 


FOREIGN-EXCHANGE LIABILITIES 
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The IMF | 


exports against the 1983 م‎ revised e 
of 5543 billion were prepost 
given the difficulty in obtaining raw-1 
rials inputs for manufactured exports and 
the uncertain state of overseas comimodt 
markets.) 
The Philippines had e to trit its 
budget deficit to about 2% of gross na- 
tional product (equivalent to P7.6 billion: 
[US$542.86 million]) in 1983, and to 1.595 
of GNP (or P6.5 billion) in 1984. It also. 
programmed a credit expansion of only 
3% between September 1983 and January 
1984, and 2% between January and April” 
1984. The credit-gtowth cei dings normally 
act as a trigger to IMF standbs-funds re 
leases. un 
Without disclosing statistics, Virata said - 
that as far as the budget deficit is con- 
cerned, “we have been running lower than | 
targets." On credit, however, expansion - 
has been faster than planned, though he 
said that certain new measures should 
curb this. Following an earlier require. 
ment for banks to raise the amount of re 
serves they keep on deposit (from 18% tà 
23%), the central bank recently ruled the 
turning-in of peso amounts pd 1 
amortisation payments due to 
foreign-currency obligations. 
Meanwhile, the Philippines’ acute s 
age of foreign exchange continues t 
keep manufacturers and traders itag 
Yet only after it can convince the f 
it can stick to its commitments 
government: be able to pror 



















exchange ‘channels, The flow í 
stopped in the third: quarter. of 
after the August 21 killing of forn 
tor Benigno Aquino. 
The commercial banks will continu 
wait for a cue from the IMF. Once it 
the bankers’ formal approval of 
in the bail-out package, the 
can then start discussions with i 
trading partners (comprising the sc 
Paris Club) on the restructuring of 
export credits, which normally ca: 
terms, — ^ | 
Even the bridg 
can tap from the 1 
favourable. IMP action: 














er 17, or "t. the start of the current 
oratorium. The g group has also signified 
llingness to continue to maintain inter- 
bank placements to the overseas branches 
d affiliates of Philippine banks at the 
same levels as on October 17. 

— By mid-February, if formal IMF execu- 
-board approval is made on the new 
y facility. Philippine officials will 
et with the Paris Club from which, ac- 
g to Virata, pledges for assistance 
ven i exceed the new amounts se 





























Fono DU Fund — to y be used 
building schools and rural roads. The 
48 Commodity Credit Corp. has also re- 
eased the first tranche of a programme for 
Philippine agricultural imports which. 
probably will reach US$150 million, ac- 
cording to Virata. He also said that the US 
xim Bank had opened to the Philippines 
ill of its facilities — insurance, bank-to 
ank guarantees and medium- and long- 
rm credits." 




























Sydney: The Australian economy is re- 
overing quickly from the recent reces- 
n, with a number of forecasts being re- 
sed upwards. But it is still unclear how 
r the recovery will become self-sustain- 
. Wages pressure remains a big danger. 
Recently, the government released a 


y than originally anticipated. While 
ch of the improvement stems from the 


ocks in the manufacturing sector is also 
buting to the improving tempo. 

nitially, the government expected 
ss domestic product growth of 3% for 


uly 1. Now the government is expecting 
% growth. This is partly fortuitous and 
tly a result of massive iri ade stimula- 
n helping to offset a con | 
l| investment. In addit 





was eae: in ‘the rode budget). 
ther changes forecast by the govern- 
t include a 10% 


e was forecast); state and local gov- 
ent. capital spending is expected to 
by 1076 y instead of the earlier forecast 






ADB Tt 
| could now be used to fina: 





ll ECONOMIC MONITOR 
he wages of fear 


e of a stronger recovery of the econ- - 


king of the drought, the rebuilding of 


. 1983-84 fiscal year, which began on | 


increase: an private: l 
ng investment (originally a 3% in- 


h^ strong. growth i in 


-assisted projects. 










raw materials needed by local 
The ADB had earlier approved two new 
loans — totalling US$112.7 million — for 
two rural projects. On December 6, the 


World Bank approved disbursements for 


certain projects in central Philippines. 
Many local industries continue to be 
faced with the prospect of having to cease 
operations by the end of January if needed 
raw materials do not arrive. Two of the 
four local car assemblers — Canlubag 
Automotive Resources Corp. and Ford 
Philippines Inc. — have announced the 
dismissal of most of their workers because 
of the lack of imported kits to assemble. 
While many companies are asking em- 
ployees to give up holiday benefits, the 
Philippine Chamber of Commerce and In- 
dustry announced that "thousands of 
workers more" would be out of jobs by 
early 1984. The business group said that 
textiles companies would follow the car 
assemblers in halting operations. The 
Labour Ministry has proposed social- 
security assistance to employees who may 
be displaced. 


both imports and exports and the strong 
impact of non-farm stock rebuilding add 
to overall growth projections. Against this 
backdrop, there has been little change in 
projections of the rate of inflation and un- 
employment, though there has been an 


unexpected early decline in the number of 


unemployed. 

The consumer price index (CPI) rose 
1.6% in the September quarter, compared 
with a 2.1% increase registered in the 
June quarter. In the 12 months to the end 
of September, the CPI rise was 9.2%, still 


much higher than the Organisation for. 


Economic Cooperation and Development 
average of 4.9% for the same period. But 
one of the keys to the CPI growth is wage 


increases. Inthe September quarter,aver- | pen 
age weekly earnings rose by 1.3%, while. | ficit: 
in October, à general 4. 3% wage ! rise was b. o i 
granted. — : n 1 
` Wages growth over the past 18 months 

-has been very modest, and there is a lot of 
| pressure in some sectors for wage in- 
“creases beyond the approved rate. If 


wages growth can be contained, there. is 


the very real promise that the rate of infla- — 


tion also will be contained, which would 
augur well for any, sustained economic re- 


0 E v s. the fact that real wanes | 


industries. 1 | | t 
Octobér 17, the pan (hec current t 90-da 


IES 















moratorium on foreign-debt repayments ` 
started. This is based on a central bank fe 
port on the country’s foreign-exchange 
liabilities released on December 17. The ` 
figure excludes contingent and other liabi- . 
lities (not normally included in foreign: ^ 
debt reckoning) of US$1.6 billion. 

Prime Minister and Finance Minister 
Cesar Virata has said "hidden foreign 
loans" — not registered with the central 
bank — will not be included in the restruc- ` 
turing talks, which seek conversion of part 
of these obligations into medium- and 
long-term maturities. 


Of total loans, US$15.8 billion 58 
64.3% was owed by the non-banking sec- 
tor. Of this, USS$11.1 billion was incurred 
by the public sector and US$4.7 billion by 
the private sector. The commercial banks 
owed US$4.9 billion and the central bank © 
US$3.7 billion. 

Total short-term trade financing 
amounted to US$4.35 billion — broken 
down into US$1.69 billion in oil financing. 








9.6% (seasonally adjusted) of an expand- 
ing workforce in November, down from 
10.4% two months earlier. In the first five 
months of 1983-84, there was a 98,600 job 
increase, well ahead of the budget projec- 
tion of 90,000 for the full year. 

The sharp improvement in employment. 
levels will also mean considerable savings i 
in unemployment benefits, which willhelp ` 
take some pressure off the budget deficit. 
The government anticipates the budget 
forecast could be exceeded by up to 50,01 
jobs, which indicates that: A$250 million 
(US$227.27 million) could be saved from 
expected unemployment benefits (which ` 
translates into a direct budget saving), 
both from lower social-security payments - 
and from tax receipts: from the wages genz, 
erated. 

But while the economy is on the mend, 
whether the Ie ey v vs be Une de- 

















"in the Sane . GDP ros 


4.4%, with 21.1% of that coming from 
p ami sheet which ran n4. 7 ahead 


E Ti ori in some sectors is ML as 





high level of unemployment, which fell.to. | tor 





















liabilities. 







ngs of US$2.2 billion. These were ob- 
Yed under its consolidated foreign- 





1e, under which the central bank 
the loan and re-lends it to various 
borrowers, mostly private. enter- 
s. Other central-bank borrowing in- 
commodity. loans and dollar-de- 
ted, certificates of indebtedness. 
'orrowings of government in- 
















ment-owned or -controlled corporations, 
amounted to US$7.9 billion. Those of pri- 
vate enterprises were US$2.9 billion. 
Contingent loans included US$420 mil- 
r lease arrangements for aircraft en- 
tered into by Philippine Airlines, and 






US$865 million-worth of guarantees and 
standby letters of credit extended mainly 
on behalf of Philippine overseas construc- 
tion projects. 


— JOSE GALANG 





it signals an improvement in-the- inderly- 

ing economic recovery, ` 
In the 12 months to September, private 

consumption expenditure rose only 0.9% , 
though there was a 1.5% rise in the Sep- 
tember -quarter over the June quarter. 
While domestic expenditure remains sub- 
dued, there was a 5.6% increase in exports 
Ki the September quarter, which is par- 
ticularly notable since exports of both coal 
and iron ore are still subdued. 

Recent balance-of-payments. figures 
w that in the five months to the end of 
ember, a trade surplus of A$122 mil- 
lion was recorded — a sharp improvement 
from the trade deficit of A$831 million for 
the same period in.1982. During Novem- 
ber alone, exports totalled A$2.08 billion, 
while pat S reached A$1.89 billion. 

h | 











| 54 billion a year cár 
| y ple inflow i is still 
bill 









0. 859.48 billion. While there w 
"oncern that the strengthening . 
lollar could lead to exports falli 
vith imports receiving a fillip, the decis 
float the Australian dollar may reduce 


A$9. 61 billion. wile | pans slipped 2 da Tu 
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ngs programme, the Apex lending | 
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ure. here. Since the decision was a 
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At present most of the world' s leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising ` 
médium. Why? The answer is simply because - 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 














If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA 
MAR STUDY independently conducted: by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 





Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 


G.P.O. Box 160, 
Hong Kong. 
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Tono aa 
be the answer to the rhetorical ques- 
tion: "If the United States is too inward 
looking and the rest of the industrial na- 
tions too mean or too divided to alleviate 
the liquidity crisis, can Asia look closer to 
home?" (REVIEW, Sept. 29). Philip Bow- 
ring has — albeit inadvertently — placed a 
regional monetary institution into clear 
focus. His own answer is a loud and clear 
“ves.” Here are some concrete proposals, 
via the ACU. 
The main pillar of international liquid- 
ity, the US dollar, is drying up because of 
' the huge budget deficit of the US Govern- 
ment and high US interest rates. The out- 
flow of dollars, because of the US pay- 
ments deficit, has been compensated for 
to a certain extent by an inflow of capital. 


aR EE STE GRIS NDS UE 
Painda M. Manely is an economist who 


tional finance within the Asian region. 
He is currently based in Bangkok. This 
_ article is his personal opinion and does 
not necessarily reflect the views of his 
rganisation. 
Tt seems that this trend will continue for 
. some time, and therefore the long-term 
. problem of international liquidity will re- 
“main a source of concern. 
The International Monetary Fund an- 
Anual meeting in September ended without 
any tangible plan for developing countries 
s far as additional liquidity is concerned. 
The positive aspect of an increase in IMF 
quotas for member countries has been 
neutralised by limiting the access of de- 
veloping countries, which are in need, to 
IMF resources. Taking into consideration 
the approach of the conservative govern- 
ments of industrialised countries to inter- 
‘national economic issues, there is no great 
hope that a solution to international 
'conomic problems in general, and to in- 
ernational liquidity in particular, will be 


+a possib 


‘has experience in the field of interna- 


formulated at the global level in the near 
future. | T ; | 
Fortunately, the ACU, a regional in- 
stitution, has been created for this pur- 
pose. The agreement establishing the 
ACU was made final in a meeting of gov- 
| ernment and central bank officials of more 
| than 15 countries of the region under the 


auspices of the Economic and Social Com- . 


mission for Asia and the Pacific (Escap) in 
December 1974, The union held its inau- 
gural meeting in Bangkok and began op- 
erations in November 1975, It is an au- 
tonomous body with headquarters in 
Teheran. Its functions are carried out by 
| officials of the union under the supervi- 
sion of a general manager, according to 
the provisions of the agreement. 
The purposes of the ACU are: 
» To provide a facility to settle, on a 
multilateral basis, payments for current 
international transactions among particip- 
| ants. 
> To promote the use of participants’ cur- 
rencies in current transactions between 
their respective territories and thereby ef- 
fect economies in the use of the partici- 
pants exchange reserves. —— 
» To promote monetary cooperation 
among participants and closer relations 
among the banking systems in their ter- 
ritories and thereby contribute to the ex- 
pansion of trade and economic activity 
among the countries of the Escap region. 
| 


|: considering the agreement establish- 
ing the union, government and central 


bank officials agreed with the suggestions | 


of prominent economist Robert Triffin, 
from Yale University, who was involved 


in preparatory work, to record transac-- 


tions in an independent unit of account — 
the Asian Monetary Unit (AMU). This 
was to minimise the adverse effect of ex- 
change fluctuations. The value of one 
AMU is equivalent to one special drawing 
right allocated by the IMF. The board of 
directors may change the value of the 
AMU at any time by a unanimous vote. 


TRADE AND RECOMPENSABLE TRANSACTIONS: 


ment, facilitates the prompt and inex 












































The ACU, as a simple clearing arrang 
sive settlement of the financial claims of its 
member countries against each other 
which arise out of ordinary commercial 
and trading relations. The ACU 
mechanism utilises the exporting coun- 
try's domestic currency in place of the im- 
porting country's foreign exchange and 
thereby reduces the need for liquidity and 
frees reserves for other uses. The actual 
payment involved in commercial settle- 
ment is the net difference between each 
country's imports and exports, instead of 
the sum of imports and exports. For each 
country, its imports or exports to all mem- 
bers, whichever is smaller, is being “com-. 
pensated." . aa 
The ACU has proved its usefulneg 











‘Japan . . . usually wishes to 
secure most of the trading 
opportunities available in the 
region without contributing . 
proportionally to the development 
of other Asian nations. It is time 

to remind Japan of its rightful 

role in regional cooperation.? ` 
[Ud 
since its inception. The volume of transac- 
tions settled through its mechanism hasin- 
creased substantially — from 22.8 million 
AMUS in its first year of operation to 
272.1 million AMUs in 1982. Of total 
transactions in 1982, only 94 million: 
AMUS, or 35%, was actually settled in 
foreign exchange, representing an actua 
saving of 178 million AMUs. Although 
the growth rate of settlements has been 
impressive, it does not er courres. Hol 







tire trade among member countries. Ho 
ever, the volume of transactions will i 
crease substantially because, at the last 
board meeting, the Bank Markazi of Iran, 
the central bank, agreed to channel the 


proceeds of petroleum and gas products 


through the clearing system. 


ACU MEMBER COUNTRIES WITH SELECTED ESCAP COUNTRIES 




















„South Korea 
Philippines 
Singapore 
Thailand 
Indonesia 
Malaysia 

: Total I 
Japan 

| Tot H 











I | 4,571,428 
e: There was an abne 

Imports of South Ë 
Sources: 1; Foreign Trade Stat 
2. United Nations Stati 








ffice. 





trade with Iran because imports o: 
Been recorded due to non-availabilit 
Asia and the Pacific. Vol. XVHI, Series A, 
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ACU membership is open to all mem- 
bers and associate members of Escap. Up 
to now, seven central banks have joined 
the union — those of Bangladesh, Burma, 
“India, ‘Iran, Nepal, Pakistan and Sri 
Lanka. The effectiveness of the ACU will 
‘increase in direct proportion to the addi- 
tion of new members. Let us assume, for 
example, that South Korea and the Asean 
countries (hereafter called Group A) join 
the union and at a later stage, Japan j joins. 
- “Comprising some of the fastest-growing | 
developing countries, Group A's mem- 
bership would increase the volume of 
transactions channelled through the clear- 
ing mechanism significantly, Thus, there 
would be greater savings in the use of 
' foreign exchange by compensating trans- 
gactions through its clearing system. 

If trade among Group A countries were 
channelled through the clearing system, 
the recompensable amount in 1978-80 
would have been as follows: 


| (US$ billion) 
. Total trade of Group A 


with ACU 
. Total compensation 
. Net: to settle 









uid hav > beer Cemas i 

gs in the cost of settlement and in the 
reign exchange averaging some 
llion each year would have been 


` By joining. the ACU (including Group 
apan would increase even more the - 
"benefits of the union and turn it into. a 
truly regional monetary arrangement. 
The volume of intra-group trade is such 
that if Japan had been a member during 
the three years 1978-80, the. clearing 
mechanism would have compensated an - 
average of more than US$7.3 billion à 
. year, or about 80% of total trade within 
the group, leaving a required annual set- 
.tlement involving only US$1.2 billion. 
apan would EEE a net debtorv vis-à-vis 
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Total intra-group trade 
Less: total compensation 
Net: to settle 


In joining the ACU, Japan would thus 
further cement its commercial relations 
with a region in which itslong-term expan- 
sion of trade is assured. The liquidity posi- 
tion of Asian and Pacific countries would 
be greatly enhanced. without the yen be- 
coming a reserve currency. It would also 
facilitate the expansion of intra-regional 
trade during normal periods and work as a 
cushion in the event of a liquidity crisis. 
Japan would assist in fostering closer 
monetary cooperation among member 
countries without any cost, 


ess hypothetically, the position of the 

Asean countries membership is that 
they would rather have their own clearing 
arrangement first before joining the ACU. 
In my view, they have not joined simply 
because of their favourable payment posi- 
tions with ACU members and the amount 
of foreign reserves at their disposal. With 
the inclusion. of oil. in the clearing 
mechanism, however, the payment. pic- 
ture of the Asean members vis-à-vis ACU 
members would change substantially. In 
addition, the liquidity of the Asean mem- 
bers is tightening. It is, therefore, time for 
them to seek an opportunity to reduce 
pressure on their foreign reserves. 

As for Japan, it usually wishes to secure 
most of the trading opportunities availa- 
ble in the region without contributing 
proportionally to the development of 
other Asian nations. It is time to remind 
Japan of its rightful role in regional coope- 
ration. In addition, with the inclusion of 
petroleum and gas in the clearing system, 
Japan's payment position vis-à-vis other 
Astan nations would change just as it 
would for Asean. Although Iran's crude 
exports are not at an optimum level, it 
may eventually become a major oil and 
gasexporter. —. 

If the political will i is there, liquidity can 
thus be increased and reliance on the role 
_ of reserve currencies reduced. Otherwise, 
if an inward-looking US and the rest of the 
industrial nations are not going to help al- 
leviate the liquidity crisis, Japan, the 
biggest beneficiary of regional commerce, 
and other potential member countries 
would remain passive partners in the reali- 
sation of what Bowring concluded: “The 
near-term danger of not doing so is stag- 
nant trade and insolvency for some de- 
veloping countries. The 
danger is that if next time there is a col- 
lapse of confidence in the dollar — as 
there nearly was in 1979-80 — or in the | 


banking system based on it, the conse- | | 


quences will be the more dire for lack of a 
substitute." ^^ B 
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Make the Asia Yearbook part of your Review. 1. 
subscription. Simply tick the relevant space in . 

the coupon below and automatically receive the: 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey 
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Fears or a (rr divide 


Indonesia wants to boost private-sector investment in 
plantations but baulks at the possible consequences 


By Manggi Habir 

Jakarta: Political considerations threaten 
to undermine an official drive to open up 
Indonesian agriculture to the private sec- 
tor. The government, strapped for funds 
but trying to boost labour-intensive and 
export-oriented ventures, has been aim- 
ing to encourage private-sector invest- 
ment in agribusiness — notably planta- 
tions. However, official concern about the 
consequences of entrepreneurs, particu- 
larly local Chinese, owning large tracts of 
land, has now dictated a partial change of 
course. 

In July, Suhartoyo, chief of the invest- 
ment coordinating board (BKPM), an- 
nounced that 13 private groups were in- 
terested in investing in five plantation 
areas — each covering 100,000 ha. set 
aside by the government — in Sumatra, 
Irian Jaya and Kalimantan. But then on 
November 2 several private-sector groups 
were alarmed by a BKPM announcement 
that private plantations, like their state- 
owned counterparts, would have to abide 
by. the government’s Nucleus Estate 
Scheme (NES). 

The fear is that this programme, which 


requires the owner to sell most of the plan- 


tation area to his labourers, would make 
an investment in plantations — already a 
risky venture — an even more uncertain 
and costly exercise. 

Under the proposed NES programme, 
owners are required to sell 80% of their 
area to labourers — who would then be- 
come smallholders — when the tree crops 
start to bear fruit. The other 20% remain- 
ing under the owner’s control is called the 
nucleus. This nucleus, wherein the process- 
ing facilities are located, would then pur- 
chase produce from the surrounding 
smallholders — called the plasma — for 
further processing. 

It is still uncertain how the programme 
will be implemented, but one likely option 
being discussed is for the government to 
purchase 80% of the plantation area 
which would then be re-sold to small- 
holders. Under this arrangement private 
investors would be spared from having to 
deal individually with each smallholder. 
But the problem then lies in both the gov- 
ernment and private investor agreeing on 
an acceptable price for the plantation area 
already developed by the investor. Details 
of how to do this are still being worked 
out. 

To maintain their growth objectives in 
the light of reduced government revenue 
growth, the authorities have lately been 
pushing the private sector to play a more 
active role in the economy by encouraging 
private investment in numerous sectors, 
one of which is agriculture. Official objec- 
tives to achieve a more equitable distribu- 


tion of incomes at least in agribusiness 
were also to be met by having these pri- 
vate ventures go public, probably after the 
beginning of commercial operations. 

The feeling remained, however, as one 
high-level official explained, that this was 
not enough. The authorities, still sensitive 
about the colonial stigma attached to plan- 
tations, were wary of being charged with 
allowing ownership concentration of large 
tracts of land in a few private hands. The 
issue is the more sensitive because of the 
powerful local Chinese groups that are in- 
vesting in this area. This concern was re- 
flected in an editorial in Jakarta’s leading 





Suhartoyo: 13 groups interested 


daily, Kompas, which said: “The control 
over large tracts of land, especially in re- 
mote areas, reminds us of the large planta- 
tion owners during the Dutch [colonial] 
period . . . if the plantation owner is some- 
one that is not acceptable, even though 
they have capital, it is feared that prob- 
lems would occur.” 


Gu sensitivities regarding land 
ownership is a major reason behind 


current efforts to force the NES pro- ' 


gramme on private plantation owners. 
These same concerns have also led to 30- 
year land-ownership rights which, invest- 
ors say, are much too short considering 
this sector's long payback period. The 
government has countered that the pri- 
vate investor can now request extension 
approvals 10 years before expiry. But, as 
one plantation owner remarked: “This 
still does not guarantee that the land rights 
will be renewed." The government is also 
cautious towards foreign investment in 
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Suhartoyo told the REVIEW that more 
concrete measures on private investment 
in agribusiness will be released in the mid- 
dle of 1984. “So far, we are still in the con- 
ceptual stage,” he said, adding that the 
coming measures would take into consid- 
eration the rights and responsibilities of the 
private investor in implementing the NES 
programme. These include the supply of 
plantation labourers, which will be closely 
coordinated with the government’s trans- 
migration programme, and evaluating the 
cost of developing the portion of land to 
be sold to the government and the cost 
borne by the nucleus estate in processing 
the produce of smallholders. 

However, the absence of a clear and 
comprehensive agricultural policy has 
caused uncertainty and hampered the 
development of private agribusiness, ac- 
cording to one agricultural expert. Recent 
ad hoc changes, considering the long-term 
payback periods, have also not helped, he 
added. Certainly the private-sector’s ini 
tial reaction towards the NES require- 
ments was one of confusion and dismay. 

Sukamdani Gitosardjono, head of the 
Indonesian Chamber of Commerce, or 
Kadin, and chief of the Sahid group, ar- 
gued that if the government regards the 
plantation sector as strategically impor- 
tant for the nation’s economic develop- 
ment it should not allow private-sector 
participation. Others were less vocal but 
felt that the government should have con- 
sidered the political and social conse- 
quences resulting from private investment 
in plantations before coming out with a 
major policy announcement. 

The NES requirements mean that pri- 
vate investors’ major concern now Is get- 
ting an acceptable price for 80% of their 
holding. Investment in plantations is al- 
ready a risky venture and this NES re- 
quirement will only add one more uncer- 
tainty, it is argued. The risks associated 






with extreme climatic changes and “€ 


ease, plus the long gestation period, are 
novelty for private investors here who 
have only recently gone into agribusiness. 

Then there are the problems of operat- 
ing in remote areas in which infrastructure 
and transport facilities are still unde- 
veloped. Investment in plantations also 
carries a relatively low rate of return. 
Under ideal conditions investment in 
palm-oil plantations provides returns of 
about 15-16%, similar to yields on risk- 
free bank time deposits and lower than the 
cost of borrowing rupiahs. 

It is not surprising, therefore, that only 
large private concerns such as the Astra 
and Liem Sioe Liong groups, which can af- 
ford to vertically integrate into the more 
profitable processing and trading stages, 
are seriously considering venturing into 
plantations. But even the fate of these in- 
vestments will depend on just how the 
government plans to implement the NES 
requirements. This will determine whe- 
ther the initial — but now rapidly waning 
— excitement about investing in agribusi- 


ness can be resuscitated. 
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Sir John Bremridge’s revised 
udget forecasts made in September. 


domestic product growth, to 6% for the 
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ports — the Hongkong and Shanghai 
Banking Corp. (HSBC) puts exports up 
19% year-on-year in real terms in the 
.]. third quarter — and shrinking capital in- 
 vestment has drawn attention to how the 
1997 issue may dissipate Hongkong's 
.much-acclaimed economic dynamism. 
‘These worries seem exaggerated. The 
-` fall-off in capital investment is much 
` more a function of the continuing gross 
. excess of supply in the property market 
.than political neurosis. Investment by 
manufacturers in plant and machinery is 
certainly continuing, if perhaps not in- 
| creasing in real terms. 
` Close scrutiny of the official figures 
- bears this out. In the government's re- 
“vised estimates for this fiscal year of real 
growth in components of capital forma- 
«tion, the biggest decline is a 15% fall in 
-private-sector building and construction 
— in sharp contrast to the estimated 
36% jump in Mass Transit Railway con- 
‘struction. This, in Shroffs view, is 
; primarily due to the continued property 

. glut. That politics is not the decisive fac- 

tor is evident from the current buoyant 

demand for industrial space, where 
prices remain extremely low — often 
» | below construction cost. 

. Estate agents report a sharp pickup in 
siness, with both local and overseas 
irms buying or leasing industrial space 

in quantity. The split between leasing 
and outright purchase is said to be 
. | around 50:50, in sharp contrast to the 
|: commercial sector of the market, where 

. leasing still predominates. It is clear that 

manufacturers are taking advantage of 

cheap space, reckoning they can recover 
their cost in six years or sooner. 

The pattern of genuine investment in 

` manufacturing is further borne out by of- 


















ficial figures measuring the import of 
capital goods. In money terms — admit- 
edly influenced by the weakness of the | 








longkong dollar — these are again en- 
Ouraging. In the first nine months of 
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hile revising upwards projected gross 


This seeming paradox of booming ex- | 


out because of 19 





year, pi e) With the same e! 


"e in | 1982, imports of industrial 
machinery were up. 19% to HK$3.85 bil- 
lion (US$493.6 million), office machines 


:up 41% to HK$1.15 billion and com- 
puter items up 36% to HK$1.15 billion. 


Breaking down the industrial-machin- 
ery category highlights the trend further. 
Textiles-machinery imports were up 
152% by value to HK$244.6 million, 


electronics components and parts for 
computers up 55% to HK$826.3 million 


and electrical machinery up 3396. to 


` HK$1.99 billion. By contrast, the con- 
"struction-related category, of lifts, es- 


calators and loading machinery was 
down 54% to HK$282.1 million. It 


should be noted that re-exports show the 


same basic mix in both periods; there 
being no surge in the re-export of capital 
goods to China. 

Measures of capital goods by volume, 
though not broken down in the same 
manner, reveal a similar.trend. Based on 
an index of 1981-100, imports of 
machinery and transport equipment ran 
at a monthly average of 98 for the first 
nine months of the year. The monthly 
average for June-September was .107 
whereas the average for the whole of 
1982 was 94. This is despite a 17% fall in 
money terms in imports of transport 
equipment (year-on-year) for the first 
nine months of 1983 — probably largely 
reflecting the upgrading of the Kow- 
loon-Canton Railway. It seems clear 
that manufacturers are already investing 
in machinery; not to do so would be to 
risk losing orders. Harder to gauge is 
how much this is genuine new invest- 
ment and how much marks replacement 
of machinery. 

The same point was inferred, albeit in 
negative fashion, in the HSBC's De- 
cember Economic Report: "There is 
very little evidence that this [politics and 


currency weakness] has caused the aver- 
age manufacturer to hold off from buy- - 


ing new equipment or machinery." 

e SUCH conclusions do not lead Shroff 
into an unqualified bullish stance on the 
Hongkong stockmarket, even discount- 
ing 1997, The Hang Seng Index still re- 
flects property values rather than the 
Hongkong economy, and is unlikely to 
enter a real bull market until property 
begins to rise in value. That is still far 
from happening. Further bearish argu- 
ments are the amount of liquidity still 
locked up in bad property debts, which 
may well mean there are plenty of poten- 


tial sellers of shares around given any 

| sustained rally, plus the potential threat 

overhanging the market of large-scale 

selling by holders of equity in local- 

ly controlled companies who may. want 
In this 
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Any rise in values, as the property mar- 
ket slowly returns to equibbrivum, 


| tom," 


the wall as bankers realise their collat 


developers. 


 ceivably opt instead for the 1.02 


below the since à 
_ bid by the Hang Rd con 
| mid- Due 





ing could be absorbed by local selling. 
There are also the many banks sitting. . 
on property as collateral for bad loans. 













bound to see a flood of buildings on tc 
the market in all sectors. This couk 
mark for property shares a "double bot- 
' to borrow chartist jargon, as the 
weaker developers are allowed to go 


































eral. Such was the pattern in Britain tol- 

lowing the secondary banking crisis 
when many property shares bottomed 
twice; first in 1974 and then again in. 
1976-77. If a second round of corporate. 
failures occurs in Hongkong, that will be- 
a clear signal to reinvest in the sounder: 


@ THE question of who will bid in the 
January land auction for the Admiralty 
2 site in Hongkong's Central business 
district continues to be the topic of er | 
speculation (Shroff, Review, Dec. 15). 
One interested party could conceivably E 
be the Peking-owned Bank of China. 
That institution was the lucky (or not-so- | 
lucky) recipient of what many saw as a 
“friendship price” when it agreed to pay xs 
HK$1 billion for à 1.08 million-sq. ft. 
prime Central site on generous deferred 
terms in August 1982: E 

The deal. concluded through a pri- 
vate-treaty grant, caused considerable ` 
controversy at the time, with many view- 
ing it as a politically inspired effort on: 
the part of the Hongkong Government. 
to curry favour with China. Subsequent: 
falls in property values have in part vine 
dicated the government's claim then that 
HK$1 billion reflected the site'sfull mar 
ket value. Certainly, the bank would not - 
be paying that sum today. 

In this light, Shroff is interested to. 
learn that the Bank of China has m 
no downpayment or signed any lease or 
the site. In fact, it has not even ta ak 
possession. This means that it could cc 


































sq. ft neighbouring Admiralty it E 
This would be much cheaper, espect, 
as the Mass Transit Railway Corp. 
saved the buyer up to another HK$ 
milion in costs by already completing: 
the foundation work. Any such bid 
would mark some astute manoeuvrin 
by Peking's financial cadres, befittini 
Hongkong's obsession with market 
forces. 

Whoever ultimately bids highest, it. 
seems increasingly likely that the site wil 
reach more than the government's re 
serve price of HK$300 million, perh 
HK$500 million-plus. This is still | 
orted HK$1. 
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On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 

? quas" gunned down the country's communist 
poder Hafizullah Amin and his immediate 

. family. Babrak Karmal's regime was installed 
. on December 27th. The invasion left Westerri 
_ observers wondering not only why, but also 
whether, this latest major turn in 

` Afghanistan’ s bloody history spelled the 

|. beginning of Moscow's “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or o piri . Basedi in Peshawar 

















and a penetrating study of Soviet intentions 





nation’s struggle 























Don't miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he | 
accompanied guerillas several times into 
Afghanistan. 






















To: Publications Division, 
Far Eastern Economic Review, 
G.P. 0. Box 160, | f 















Yes! Please send Lu" copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/. 
HK$79.00 each (surface 57 inclusive). For a 


















I Regnis fido the manufacturer 
inger rs machines which just re- 














above the 12- 15% common in 
Given this requirement and a 
arish equity market, it was perhaps an 
dd time to schedule a public issue. But 
Regnis, owned by the United States- 
based Singer Co., had a 1983 deadline to 
meet. 

‘The company wanted to take advantage 
of special tax incentives for companies 
going public, which will no longer be valid 
for those that do so in 1984. As of January, 
three new tax laws (REVIEW, Dec. 1) will 
become effective which do away with 
these tax incentives. But fiscal incentives 
granted before December 31 this year and 
applying for a specified time will remain 
valid until their natural expiry. Like com- 
panies listed earlier, Regnis had to go pub- 
lic, too, to get official approval for a major 
capacity expansion. 

In the past, when public issues were 
much sought after by individual investors 
and generally.oversubscribed, companies 
determined their issue prices largely based 
on ‘12-15% dividend yields, which were 
ilar to interest rates on bank: time de- 














Š sure dividend aids d to the w. wa 
ers’ s expected return on alternative i in- 













priced its shares at Rps t 540 







(L To each to produce the required 
2 ield. The underwriters argued that 
thi ield was necessary to cover their 


. Some observers, however, 
d that underwriters' over-em- 
phasis on yield could force companies to 
yout so great a portion | of their l. 






E his, it is feared, would deter com- 
panies from: going public. Indeed, existing 


listed companies are suffering not only. 


from domestic recession but also from the ` 


hefty dividends they must pay to pre-empt | 


a sell-off by shareholders. 
Aside from gradually increasing local 
hip, Regnis, by going public, was 
bi ain the ss ment ns, 



















om, 


; Indonesian subsidiary goes public in a lacklustre 
on ene that produce a 20 


% dividend return 


Sidoardjo, East Java, where most of its 
531 people are employed, Regnis pro- 


duces cast-iron components for sewing 


machines at its own foundry and machin- 
ing facilities for assembly into the final 
product. 


he company, under existing tax rules, 

was also able to boost its paid-up capi- 
tal by Rps 1.6 billion tax-free. This was 
achieved through the capitalisation of a 
portion of retained earnings and the dif- 
ference resulting from a revaluation of 
fixed assets permitted to companies going 
public. 

Singer Co. will receive Rps 806 million 
from the 30% equity issue. In 1982, the 
parent company received a tidy Rps 2.6 
billion in dividends from the Indonesian 
operation. The resulting drop in Regnis’ 
capital account was replaced by a surge in 
borrowings, which raised the company’s 


A static World 


World International (Holdings), 

quoted vehicle of Hongkong sen: 
Sir Yue-kong Pao, reported unaudited 
interim net profits for the six months 
ended Sept. 30 of HK$237 million 
(US$30.4 million), down 0.6% from the 
same period in the previous year. Re- 


‘| sults reflected a standstill in shipping 


earnings and in.contributions from prin- 
cipal associate, Hongkong & Kowloon 
Wharf, the property company. 
Group overall gearing was reduced by 
18%, the board said, with the ratio of 
total indebtedness to total tangible as- 


as at Sept. 30, 1982. Extraordinary pro- 
fits were little changed at HK$300,000 
(HK$1.3. million previously). An un- 
changed interim dividend of 4.5 HK 
cents a share was declared. 

` ~~ CHRISTOPHER WOOD 


Sony falis back 


The net profit of Japan's Sony Corp. 
‘dropped 35% to ¥29.8 billion 
(US$126.8 million) on a consolidated 
basis for the financial year ended Oct. 


| 31. Total sales fell by 0.3% to ¥1.1 


trillion. Videotape-recorder (VTR) and 
audio equipment sales, which accounted 
for 41% and 22% of total sales respec- 
tively, were down 3.6% and 2.9% owing 
to sluggish =) in the mr and South 
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COMPANY RESULTS 


sets standing at 29% compared with 37% | 





sets in 1982 were Rps 7.4 b 
7.9 billion, respectively. 
The pasent company plans to increase 
Indonesian ownership in Regnis further, 
with the ee of it becoming 4 












ernment لو‎ are still under a 
to assess what local shareholdirig would be 
regarded as sufficient to qualify Regnis a 
a national company. sources said. At pre- 
sent, there is no clear definition of wl 
the ownership structure of a nationals 
pany should be. Singer Co. is proceedin 
with similar divestments in Thailand an 
Malaysia. 

Much as expected, Regnis' issue did nc 
terest from investors de- 
spite the high dividend yield. Danareksa, 
the state investment company, initially 
had planned to take up 3076 of the iss 
it wound up with 50%. The lead und 
writer, PT Multicor, absorbed 2% for ti 
own account while the two co-underwrit- 
ers, PT Indovest and PT Aseam, took 
about 6% and 4% respectively for their — 
own portfolios. RS 

Given the high dividend yield, the 
underwriters do not appear too concerted. 
about absorbing the slack in share sales, 
but it remains to be seen how far their di- 
vidend expectations can be fulfilled. ¥ 











































































rose 1. 5% and 14. 5% respectively. ThE 
yen's appreciation and a decrease in pro- 1. 
duction for inventory adjustment over- | 
seas contributed to the decline in net in- 
come. However, fourth-quarter results F: 
improved strongly, up 10% in sales. 
terms and 411% in net profit, compared 
with the same period of the previous 
year. 

In the current year the company pre- 
dicts a 10-15% gain in sales and X50 bil- | 
lion in net profit, anticipating a VTR | 
sales increase in the United States and | 
domestic markets. The parent company 
paid an unchanged dividend of *44 a | 
share. — KAZUMI MIYAZAWA 


Hong Leong recovers 
Strong performances by its Eu and 
finance subsidiaries managed to pull 
Malaysia’ s Hong Leong Credit out of à 
27% slide in profits at the halfway stage 
to close the year ended June 30 with a | 
marginal gain in pre-tax Boas to T 
M$16.2 million (US$6.9 million). The | 
two subsidiaries showed gains of 56% 
and 95% respectively. Other sub 
 Ssidiaries fared less well, however: the 
year-end statement noted that the insur- 
ance-broking arm only “managed to re- 
duce its losses" over the previous year's, 
while the two investment subsidiaries 
(which had been blamed for the half 
time slippage) went unmentioned. The 
directors recommended a 10% educa 
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mained bullish. 


-HONGKO i6: : The pattern of recent periods con- 
“tinued, with prices hardly moving in thin turnover. 
` The Hang Seng Index closed at 857.25, up 0.51 of a 
point. The pre-Christmas lull in trading persisted de- 
spite mounting bullish sentiment among the local 
community. This view regards the recent prolonged 
period of relatively stable trading as a necessary pre- 
lude to the next rally: One broker's circular com- 
mented: “The longer the consolidation period at 
below the 900 level, the more violent price move- 
` ment is expected to occur once it breaks out.” 


KUALA LUMPUR: After its strong performance 


inthe previous period, the market continued trading 
heavier volumes, though there were several bouts of 
| profit- taking. An immediate and favourable reaction 
by investors, first to compromise proposals from the 
“country’s hereditary rulers and then to the deputy 


















amendments bill during the period, showed again 
how sentiment had been hostage to political uncer- 
ainty for the past four months. Turnover reached 
1.3 million units valued at M$154 million (US$65.9 


SINGAPORE: The break in Malaysia's constitu- 

































improved volume. Fraser's [Industrial Index closed 
the period at 5,844.47, up 117.90 points from the pre- 

vious period's quarc high. Most of the gains were 
ade on Dec. 13, when rumours of the impending 
Malaysian settlement boosted the index by 135.31 
points. Subsequent developments seemed to be dis- 
counted, with the index hovering within a 15-point 
band for the rest of the period. A new counter. 

juan Hup Marine, rose 70 S cents (33 US cents) 
over its initial S$2 offer price. Daily turnover aver- 
aged 5537.2 million, compared with the previous 
eriod's S$25 million. 












































YO: After rising steadily during the period, 
Ñ il kei-Dow Jones Average slumped 81.47 points 
n Dec. 19, following the much heavier than ex- 
edi d loss of seats by the ruling Liberal Democratic 
y (LDP) in the Dec. 18 general election. Inves- 
ors apparently believed numerous pre-election polls 
































s iba was total in the ME member lower house. 



















i righs Sayi in i the month, in 
ir. The index closed at 9,484.17 












lec. Fo s(NZFP) pJ to 
V Cool s. taking a 24.9% stake by launch- 
ng an ee bid for asimilar stake in both Wat- 

e bi ids hit the market out of 
xpecting a 0 period 


MOST Asian markets advanced in the period ended Dec. 19 though none could compare with 
New Zealand, which surged almost 8% to cap a remarkable year. Kuala Lumpur and Singa- 
pore continued to benefit from the ending of Malaysia’s constitutional crisis and aoe re- 


king's signing of the contentious constitutional | 


onal deadlock sent share prices sharply higher on | 


that showed the LDP losing only 15-odd seats from 
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tory. With proceeds from the NZFP bid beginning to 
flow back into the market, the extra cash released 
should help keep share prices firm in early 1984. . 


AUSTRALIA: in the first trading period since the 


floating of the Australian dollar, investors were both 


surprised and encouraged by the weakness of the cur- 
rency. The consensus had been that it would ap- 
preciate on floating, making local base-metal pro- 
ducers less competitive. The Australian. All-Or- 
dinaries Index closed at 743.8, up 11.9 points. The 


mining sector was weak owing to softness in the inter- | 


national gold price, while oils advanced. A mystery 
buver surfaced in the market for Carlton United Bre- 
werles (CUB) shares at a few cents above the price 
being offered for CUB shares by Elders IXL. 


BANGKOK: 1) was an eventful period. The recent 
uncertainty surrounding the financial sector began to 
lift as the authorities adopted a tough policy towards 
wayward financial institutions. The market took 
heart from the speed with which the government 
pushed through a package of measures to tackle the 
problem. The closing scoreboard showed an equal 
number of gainers and losers at 15, with nine Issues 
closing unchanged. Average daily turnover was Baht 
24.4 million (US$1.06 million). The Book Club 
Index closed at 120.63, up 0,62 of a point. 


MANILA: Value turnover hita record high of P 1.73 
billion (US$123.6 million) as San Miguel moved 
P1.7 billion-worth of shares in negotiated transac- 
tions involving leading businessmen Andres Soriano 
and Eduardo Cojuangco. Another big deal involved 
P36.5 million-worth of Filinvest Development 
shares in a block sale. On Dec. 19 news of a 1,170 bar- 
rel-a-day oil flow at the Galoc well generated good 
volume in oils, principally Oriental and Philodrill. 
The Oil and Commercial-Indüstrial indices both 


down 10.43 points to close at 1, 193.09. 


SEOUL: the bullish trend continued, amid fore- 
casts that corporate results would improve this year, 


to the Daewoo Electronics Co. issue (REVIEW, Dec. 
22) were returned their funds, more money than ex- 
peded went back into the market. The composite 


index rose 1.72 points, closing at 121.5. Daily volume 
surged to 11.4 million shares, Electronics-appliance 


manufacturers scored the highest gains, their sectoral 
index rising by 14.17 2x3 


TAIPEI: Political and economic shocks could not 
prevent the market from maintaining its upward 
momentum in relatively heavy trading. The an- 
nouncement by United States President Ronald 
Reagan of the need to limit textiles imports into the 
share prices. Towards the end of the. period, | 
Taipei Bankers Association decided agains 
mending an. increase. in interest rates, lea 
further strengthening. The weighted inde 











rose more t 


gained fractions of a point but the Mining Index was 


Brokers reported that when unsuccessful subscribers | |. 


Associated Hotels 


US produced only brief downward movements in |. 


721.59, up almost two points. Average daily turnover | 
han 20% to NT$869 million (USSR v mil- 
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This morning,James Wong made a deposit 

in Singapore, arranged an overdraft in 
Hongkong and finalised his mortgage in L.A.— 
all through his Citibank ABC Officer. 


James Wong’s personal Financial 
Officer is just one of a team of 
experts of the Asian Banking 
Center (ABC) — a network 
established by Citibank in Singa- 
pore,Hongkong and San Francisco 
to help individuals and businesses 
in Asia diversify their assets. 


Each officer is just a phone call 
away and he'll tailor a package 
of financial services — all 
handled in the strictest confi- 
dence — to meet your specific 
needs. 

You can, like James Wong, deposit 
in a currency of your choice, 
arrange for credit facilities, includ- 
ing financing for your mortgage, 
or you may want to take advan- 
tage of our other services such as 
gold and silver investments, 
foreign exchange and transfer 
of funds to any part of the world. 


Whatever your choice, you'll have 
the expertise ofa bank that’s been 
doing business in Asia for more 
than 80 years. And what’s more, "pna EES. NR io EOE ays pes "3 
you're backed by the world's lead- : 
















and offices in 96 countries to work 
for you. Get in touch with him 


ing financial organization A e | لا‎ Asin Banking Center Singapore, L] be e Center | 
Citibank, a subsidiary of Citicorp | C Asian Banking Center San Francisco ong Kong | 
whose total assets exceed 130 | TAS | 
billion US Dollars. EASE gê 
Your personal FinancitOffiter-- -]- arse — ee sq 
at the Asian Banking Center can | | 
put our network of 2500 branches [awas bi | 

| | 


Mailto: Asian Banking Center. Citibank, N.A. 





right away. ba Cuore lite alls. a Eee 
ASIAN BANKING CENTER 
SINGAPORE: HONGKONG ‘SAN FRANCISCO CI TIBANC e 


* Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 (or call our nearest Citibank branch) Telex: RS22462 CITABC. | ; 
* Hong Kong: Citibank Tower, 8 Queen's Road Central, Hong Kong. Tel: (5) 223-022 (or call our Hot-line (5) 299-166 to enquire about the nearest Citibank branch). 
e San Francisco: Citibank International, 44, Montgomery Street, 40/F San Francisco, CA94104 U.S.A. Tel: (415) 954-1172/(415) 954-1101. Telex: 278374. 
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LETTER FROM WOLONG 


He Hua is alive and well artd gnawing 
on her favourite food — bamboo. 
Here in Wolong, the world's largest 
panda reserve, located in the steep 
mountains of Sichuan province, that is 
exactly what giant pandas normally do. 
For bamboo provides almost 100% of 
their diet and the mountains of south- 
western China are forested with bam- 
boo. Except this year. Until she was res- 
cued in mid-December, Hua Hua was 
starving. She and the rest of her en- 
dangered species are threatened by a 
bamboo crisis. 

The crisis, which occurs once every 50 
years or so, is that bamboo — the staple 
for the pandas living in the remote, high 
altitudes of western China — blossom, 
scatter seeds, and then die. This year is 
the 50th year for arrow bamboo, a com- 
mon species that many Wolong and 
other reserve pandas survive on. 
So far three have died. 

"But none have been found 
dead in Wolong," said the vice-di- 
rector, Chang Xuben. According 
to Chang, more than 200 wildlife 
workers are stationed at observa- 
tion posts to patrol the steep, icy 
slopes in search of starving pan- 
das. Their job is to lure the pandas 
down to lower regions where 
other types of bamboo are grow- 
ing. The lure: mutton and pork 
chops! Although their normal diet 
is bamboo, the pandas apparently 
are not strict vegetarians. 

"Mutton's. their favourite," 
Chang said. Almost three-quar- 
ters of a tonne of meat has been 
used so far. Other methods in- 
clude broadcasting loud music and 
noise from the observation posts 
at the top of the mountains. The 
wildlife workers hope to scare the giant 
pandas out of their remote regions and 
down the slopes to a better food sup- 
ply. 
Scientists are also experimenting with 
transmitting devices. So far four pandas 
have been caught and “radio collars" 
have been attached to them. Research- 
ers are tracing their whereabouts and 
their eating, sleeping and social habits. 
Scientists hope that the monitored and 
lured pandas will not return to their high 
“home” areas but instead will stay in the 
lower regions. 

That is the hope. But the facts are 
more disheartening. The shy, full-tum- 
mied animals who normally dwell at cool 
altitudes up to 3,600 ms seem to be re- 
turning to their home areas. And heavy 
snows will soon blanket the mountains, 
keeping them from their present meagre 
diet of grass and dwindling bamboo. A 
similar bamboo famine that occurred in 
the mid-1970s and wiped out 138 pandas 
remains vivid in everyone's mind. At 
that time it was the flower/seed/death 
cycle of the umbrella bamboo that hit a 


panda reserve on the border of Sichuan 
and Gansu provinces, several hundred 
kilometers north of Wolong. 

There are 12 panda reserves in China. 
Wolong, 140 kms north of the Sichuan 
provincial capital, Chengdu, is the 
largest and most famous reserve. It is the 
site of the just-completed Research and 
Conservation Centre for the Giant 
Panda. This joint China-World Wildlife 
Fund (WWE) project is a first. Located 
1,900 ms high in the scenic Wolong Val- 
ley, it consists of a hospital, laboratory, 
research library and 10 panda habitats. 
Five pandas have already moved in. Hua 
Hua is the latest to join this project. De- 
spite her cuddly appearance, this writer 
was warned that the young teenager is 
wild and dangerous. Although she is 
frightened by her new surroundings, 
Hua Hua is enjoying her two well- 





Panda mother and baby: smiles and sighs. 


balanced meals a day: corn, apples, 
eggs, milk, sugarcane, and cod-liver oil. 
Dessert is several kgs of bamboo. 


B: Wolong's Research and Conser- 
vation Centre is much more than just 
a refuge and free meals for Hua Hua, Li 
Li, Qing Oing and the other pandas liv- 
ing here. The young veterinarian and 
zoologist graduates who introduced this 
writer to Hua Hua said that the centre 
will carry out research in the diet and 
possible alternative diets for the pandas, 
social behaviour, disease prevention, 
and breeding — including artificial in- 
semination. 

A long-term project with regard to the 
pandas’ diet will include an extensive 
study of their staple. Why, for example, 
does the panda favour only two species 
of bamboo — Sinarundinaria Fangiana 
(arrow) and Thamnocalamus (Fargesia) 
Spathaceus (umbrella) — when there 
are more than 700 species? And, for that 
matter, why bamboo? It certainly cannot 
be labelled “panda health food" when 
they only digest 20% of it and con- 


China-WWF 






sequently have to spend most of their 
day eating enormous amounts — up to 
30 kgs a day. Moreover, zoologists re- 
port that pandas have carnivore's teeth. 
Their jaws are capable of cracking the 


-bones of animals larger than themselves. 


Panda questions go on and on. Since 
they live in such remote areas of China, 
relatively little is known about their be- 
haviour. In fact, it has only been a little 
more than a century since the scientific 
world began recognising this teddy-bear 
creature. And to this day, the debate still 
continues as to which zoological family 
they belong to — or if they even do have 
relatives. Some think pandas are related 
to bears, others to the raccoon family. 
Chinese zoologists, as well as many 
Western ones, believe they should be 
classified in their own separate family. 

But this debate is not the topic at 
Wolong. Survival, not classification, is 
the No. 1 concern among the scientists in 
China and the West. Zoologist George 


Schaller, who has been studying the pan- 


das at Wolong since 1980, will return 
again next month to join his Chinese col- 
leagues in their fight to save the pandas. 


Schaller, director of the Animal Re- 


search and Conservation Center at the 
New York Zoological Society, is a co- 
leader with Prof. Hu Jinchu of the 
research programme. 
Since this Chinese-Western partnership 
was established three years ago, the 
WWE has contributed US$1 million and 
the Chinese US$3 million. 

And now, according to a recent Eng- 
lish-language China Daily interview, 
Dong Zhiyang, deputy minister of fores- 
try and head of the National Panda Re- 
scue Campaign, reports that “the state 
has appropriated Rmb 700,000 
[US$350,000] as part of emergency mea- 
sures." Besides luring the animals to 
lower regions, emergency measures in- 
clude cutting and transporting arrow 


‘bamboo from other areas, rescuing 


starving pandas and feeding them at the 
research centre, and growing other 
plants and bamboo species for 
supplementary food. 

But how successful will these mea- 
sures be? How many of the estimated 
100 Wolong pandas will benefit from 
these untiring attempts? The very word 
“panda” conjures up for many people a 
nostalgic sigh and a smile. But as the 
clouds fill the sky over Wolong and the 
temperatures dip below freezing, the 
sighs outnumber the smiles among 
wildlife workers. — TESE WINTZ 
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Dining alone ` 


need not mean dining lonely, - 


Unsolicited letter from an actual hotel guest. 


It’s a very delicate situation. 

A person dining alone in a hotel 
restaurant may wish to be left 
to herself. Or she may 
appreciate a little attention 
during the course of 

the evening. 

The difference between the staff 
at a first class hotel and those 
at lesser establishments lies 
precisely in their ability to read 
the situation. 





would be grateful if these tokens of 


my appreciation could be given to the 
young gentlemen who looked after me Gf Louez, 7 


so attentively, but not effusively, when I 


dined at The Belvedere last night. —= o 
They made the difficulty of dining Mrs M C Murdoch 
alone most comfortable. Frankston, Victoria. Australia 
PP. o 
Meandar w Dr HC 
In the tradition of emperors. [a ae 


Represented by HRI. Your travel agent knows all about us. 
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. tobe the finest cigarette in the world 
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